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The Siege of Berlin 


"| BEBE can be no denying that the situation the Russians have 
created in Berlin is alarming, There is, fortunately, no reason to 
suppose that it will lead to open war—neither side is ready to die. for 
Berlin. It may yet end happily by the re-opening of rail and road com- 
munication between Berlin and the western zones. But if this is the 
outcome, it is as well to realise that it will be by courtesy of Mr 
Molotov—a commodity that cannot be greatly relied wpon. The Russians 
have shown that they are both willing and able to put the three western 
zones of Berlin under siege. If they do not choose to press such a siege 
home now, they may choose to.do so later. What is alarming is to discover 
how little the Western Powers had—apparently—foreseen such a siege 
or prepared for it. They have apparently for weeks been playing poker 
with the Kremlin without properly examining their own hands. 

The essential facts in this situation were predictable six months. ago, 
after the four Foreign Ministers failed to agree about the future of 
Germany in their London meeting: The details were predictable three 
months ago. The Russians made it clear, by one piece of obstruction 
after another, that they were ready to hinder, reduce or stop all traffic 
coming into Berlin from the West by road, rail, canal and even air. 
There was dangerous tension on this account as long ago as April Ist, 
when new traffic regulations were introduced by the Russians at 36 hours’ 
notice. The Russians also made it clear that their measures to restrict 
traffic into Berlin would keep pace with the progress of the three Western 
Powers towards an agreed plan forthe political and economic reconstruc- 
tion of their zones of Germany. Currency reform would mark for the 
Russians the climax of the Western challenge to their policy in Germany, 
the point at which they would retort by challenging both the right and 
the power of the Americans, British and French to remain in effective 
occupation of three quarters of Berlin. That climax came on June 18th. 

The responsible leaders of Western policy have also been at pains to 
declare how ready they were for such a trial of strength. Mr Bevin 
has several times publicly announced the British determination to stay in 
Berlin. He told the Labour Party Conference that he would stay, 
“regardless of the provocation offered ” ; he told the House of Commons 
the same. General Clay said that nothing short of war would be able 
to move the Americans. On each occasion these declarations have been 
applauded, not just for the Palmerston touch but because the public 
assumed that methods of maintaining the Western. position in the city 
had -been examined and prepared.. They assumed that the dangers of 
bluffing would be obvious both to the Foreign Office and to the State 
Department, that the Russians were being taken at their-word. Yet ‘in 
spite of all this, there are unmistakable signs of both Britain and America 
being taken by surprise and compelled to improvise methods of supplying 
Berlin. ) 

Mr Bevin’s carefully weighed but firm statement on Wednesday left 
no room for doubt about the Western determination to do everything 
possible to keep Berlin supplied. But it still leaves some doubt whether 
it can in fact be accomplished. Over 2j000,000 Germans, as well.as 
three garrisons, have to be fed. That is the minimum task, demanding 
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the delivery of 2,000 tons of food a day. If the Western Powers 
were to carry out all their obligations to these Germans they 
would also have to keep them employed, provide power and 
coal, raw materials and medical supplies, This obviously can- 
not be done. But can the minimum necessities of life be 
supplied, not just for a few weeks but for an indefinite period ? 
If so, then determination can be matched by accomplishment. 
If not, then the Western nations—and the inhabitants of their 
zones of Berlin—have been led into a trap. 

It should go almost without saying that the position in Berlin 
must be held, at almost any cost, if it is possible to hold it. 
There are several reasons for this, all of them compelling. The 
first is a principle of tactics in bargaining with the Russians. 
There are several signs that the Russians do not intend to press 
their blockade @ outrance on this occasion. They are trying it 
on, and if they secure concessions by doing so, they will try it 
on again. Appeasement never pays and with the Kremlin least 
of all. There is no need to be wholly rigid or to give an 
appearance of unreasoning stubbornness. Mr Bevin’s attitude 
is the right and reasonable one ; first let the Russians lft their 
blockade and then the subject of Berlin—not of any retreat in 
Western Germany—will be discussed by Ministers instead of 
by generals. But it must be that way round. 

Secondly, there is a moral issue. Mr Bevin referred to the 
“stout hearted democrats of Berlin”—the men and women 
in the western sectors of the city who have courageously asserted 
for three years western ways and principles. How they are still 
doing so is described elsewhere in this issue by our Special 
Correspondent. All have done so in the belief that the Ameri- 
cans and British would ensure their safety ; some of them have 
shown far greater courage at the very edge of the iron curtain 
than have their fellow Germans further West. Those men 
and women must not be exposed to the risk of Communist 
reprisals. The ironical fact that this moral obligation is owed 
to Germans, by the visitors to the vanquished, is irrelevant ; 
the safety and freedom of these men and women are a symbol 
of the political and moral values which the British people are 
pledged by the Brussels Treaty to defend. If this obligation is 


Chip off the 


, | ‘HE news that Marshal Tito and his closest political 

associates have been disowned by the Cominform and cast 
out of the “ brotherly solidarity ” of international Communism 
has broken on the outside world like a great clap of summer 
thunder. Of all Russia’s supposed satellites, Jugoslavia had the 
reputation of conforming most exactly to the Soviet pattern 
and of adopting with the greatest ruthlessness the policy of 
out-and-out hostility to the Western world. Jugoslavia was 
no fringe state of the Russian sphere of influence, lately won 
by force or fraud to Communism. On the contrary, Tito 
and his Communists won their influence in hard fighting against 
the Germans. In revolutionary prestige, their country for a 
time seemed second only to the Soviet Union and only last year 
it was found worthy to be the seat of the newly formed 
Cominform. In casting Jugoslavia out, Moscow admits that 
heresy has struck at the very foot of the papal throne. 

The utter unexpectedness of so deep a crisis is a measure 
of the difficulty of finding the reason for it. Looking back, 
wise after the event, one can recall the dismissal in the spring 
of the Jugoslav Communist leaders, Hebrang and Zhujovitch 
—which was regarded at the time as an internal squabble. 
There may have been some connection between the outlaw- 
ing of Jugoslavia and the rebuke administered by Moscow 
to Dimitrov, the Bulgarian leader, for his proposal earlier in 
the year of an East European federation, a scheme Tito was 
known to approve. There have also been unconfirmed 
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obscured, qualified, argued away—and attempts will certainly 
be made here and in France to do so—then the whole basis 
of trust and common ideals on which the plans for Westerq 
Europe’s future are based is undermined. 


These things are well understood in Western Germany, where 
fear of just such an end to the present chapter in postwar 
German history is the main reason why a sense of responsibili 
courage of conviction, and willingness to co-operate have been 
so rare among the politicians of the British and American zones, 
They respect power as much as they ever did and for them 
duel in Berlin is the test of Western power. 


The British interest in standing up to this test is theref 
clear ; so is the American. Without the assurance of securi 
against the East and continuity of policy in the West, the revi 
of Western Germany as now planned will not begin. Without — 
that revival the greater plan of European recovery will limp 
uneasily along, losing the interest and confidence of the United” 
States. For, as Mr Marshall put it in a speech in January to 
Pittsburgh business men, the Americans must either see Euro | 
pean recovery through or quit. 4 

In a test of nerves, it is no good having weak nerves. The © 
Russians may not mean to keep up indefinitely their blockade | 
of Berlin. But they could do so if they wished, and it follows | 
that the only safe assumption for America and Britain to make ~ 
is that they will do so. Indeed, by far the best way of securing ~ 
some moderation in Russian policy is to act on the assumption | 
that there will be none. If the Americans and the British and — 
the French mean to stay in Berlin they must have a plan for — 
doing so that will work, even if the Russians do everything they | 
can, short of overt war, to frustrate it. Is there such a plan? — 
And can it be kept up indefinitely ? If so, then the siege of © 
Berlin, costly though it may be, will not only be a diplomatic 
victory, it will be a definite step forward towards an agreed and | 
respectful settlement with the Russians. But if there is no 
such plan, or if it will not work for more than a few weeks, thea 
issues are indeed raised, as Mr Churchill said on Saturday, as 
grave as those that were at stake at Munich ten years ago. ; ) 


~ 


Eastern Bloc 


rumours that Jugoslavia was proving more intransigent even 
than Russia on the question of Trieste’s future and on the 
demand for the cession of the Austrian province of Carinthia 
to the Jugoslavs. None of this, however, seemed serious enough 
to make disaster imminent. Yet now it appears that a battle | 
royal has been raging within the Cominform since the early | 
spring, with accusations and counter-accusations, with demands _ 
for repentance and recantation and indignant counter-denials 
and defiances, the Russian Communists leading the attack, the 
Jugoslav Party strenuously resisting. When the Cominform 
parties finally met last week in order to discipline the recalcitrant 
Jugoslavs, they refused even to be present. The riposte was 
excommunication. Yet on the surface all has seemed calm. 
What, then, is the explanation for the whole astonishing 
crescendo of bitterness and disagreement and spite ? 7 

At first glance, there seems little guidance to be found in 
the published accusations. The Cominform “ articles of excom- 
munication” make up an astonishing document in which, is 
language recalling the ex cathedra statements of some narrow 
and fanatical religious sect, every accusation from nationalism 
to Trotskyism, from megalomania to ideological inexactitude is 
hurled at Marshal Tito’s head. But this remarkable rigmarole _ 
throws little light on the dispute, for the reason that the — 
attacks are either incorrect or obviously inaccurate. The 
accusations are that the emphasis put on the Popular Fro 
in Jugoslavia, in which “ bourgeois elements ” are admitted, 
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weakened the position of the Communist party proper ; that 
the regime has coddled the peasants at the expense of the 
proletariat and delayed. necessary measures of collectivisation ; 
that the Jugoslav regime is addicted to “ nationalist 
chauvinism ” and that it has been frightened by the “ Western 
imperialists” into seeking an “ orientation towards capitalism.” 

This is the essence of the attack. But, examined closely, 
none of the criticisms carries much conviction. Take first of 
all the issue of the Popular Front. In form, the Front has 
appeared to mask the Communists. In effect, it has been the 
| means whereby all rival parties have been swallowed up. 
| Nowhere has the policy of building up mass organisations with 
Communists in key positions been pushed more recklessly 
than in Jugoslavia. There are probably fewer “ bourgeois 
remnants ” there than in any other East- European republic. 

The attacks on Jugoslav peasant policy are of some interest 
since they reflect Russia’s general uneasiness over the political 
“ reliability” of the East European peasants. There are some 
signs that the Soviet Union would like to speed up the process 
of colJectivising agriculture throughout its sphere of influence. 
Yet here again the accusation against Jugoslavia hardly rings 
true, for in the same breath in which the Russians criticise 
Jugoslav dilatoriness, they attack the recent measures introduced 
ip. Jugoslavia to encourage nationalisation and to check private 
trade—measures which in fact have put the Jugoslavs at the 
head of the East European campaign for collectivisation. 

The accusation of nationalism and of Western orientation is 
equally doubtful. Jugoslav nationality policy, towards both 
Slav and non-Slav elements of the population, has been a more 
faithful copy of Soviet practice than that of any other East 
| European State. In foreign policy Jugoslavia has made mutual 
assistance pacts with the four neighbouring “ Popular Democ- 
racies,” with Czechoslovakia and Poland, and with the USSR, 
_ thus apparently proving itself a most reliable member of the 
Soviet-sponsored “ Eastern bloc.” It is certainly not true that 
Tito has shown tenderness towards the Western Powers. No 
government in the world has gone further since 1945 than Jugo- 
_ slavia in lies, insults, provocations and crimes against the West. 
Tito alone can claim the distinction of having shot down an 
American plane and murdered a British officer. 

Nine-tenths of the Cominform’s crime sheet is thus either 
irrelevant or inaccurate. Nevertheless, in spite of all the fuddle 
and nonsense, the document ends by betraying what is almost 
| certainly the true explanation—that Tito is being expelled not 
for heresy, but for insubordination, not for ideological impurity, 
but for defiance of the Moscow line. This likelihood is borne 
out first of all by the tone of the wHole indictment. It breathes 
outraged dignity from first to last. The very first count against 
Jugoslavia is that it has dared to spy on Soviet officials in 
Jugoslavia to denigrate the work of Soviet engineers and 
officers. The language almost gathers itself into a gasp of 
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hysteria as the fact is noted that the Jugoslav Communists have 
even “borrowed. from the arsenal of counter-revolutionary 
Trotskyism ” in speaking of the “ degeneration ” of the USSR. 
And the document prefaces its final appeal that the “ healthy 
elements ” among the Jugoslav Communists should overthrow 
Tito with the accusation of the sin against the Soviet holy spirit, 
the sin of believing that “the capitalist states represent a lesser 
danger than the Soviet Union to the independence of Jugo~ 
slavia.” 

Here, at last, the meaning is perfectly clear. Tito has 
become weary of Soviet tutelage. He, the most colourful, the 
most military, the most adventurous, the most dangerously 
popular of the leaders of European Communism, has also 
rebelled most sharply against Russia’s attempt to dominate totally 
the policy of its satellites. It is impossible to establish on which 
point the actual break came—on Trieste or Carinthia or Balkan 
Federation or even, just possibly, on Marshall aid—but the 
precise issue is hardly the vital point. The decisive fact is that 
the Russian yoke has come to seem altogether too oppressive, 
that Communist Russia can take on an imperialist look even 
to the Communist Balkans ; just as, forty years ago, Czarist 
Russia seemed altogether too almighty to its “littl Slav 
brothers.” Jugoslavs are not Uzbeks. Basically, the issue is 


as simple as that. 
* 


But, beyond that point, all is speculation. The breach obvi- 
ously raises three urgent questions—is the Jugoslav antagonism 
to Russian interference shared by other European satellites ? 
What will be the Russian reaction to Tito’s open challenge ? 
And what, if anything, should the Western Powers do to attempt 
to meet, or exploit, or simply adapt themselves to the new situa- 
tion? No dogmatic answers are possible ; but it is at least 
likely that Tito’s dislike of being ordered about extends beyond 
Jugoslavia. Behind Tito stands the enigmatic figure of Dimi- 
trov. It is he, not Tito, who has been the guiding intelligence 
behind the plan for Eastern European Federation; and the reason 
both why Russia seeks to veto the idea and why Dimitrov has 
suggested it is the fact that such a federation could form a bloc 
independent of either east or west. This project of federation, 
quite as much as any question of Marshall aid, is likely to have 
been the decisive point in Tito’s excommunication, and the 
extent of his defiance is strikingly illustrated by his proposal, 
made on the morrow of the breach with Moscow, that Jugo- 
slavia, Bulgaria, and Albania should federate with all speed. 
But if the project of federation expresses above all the will of 
Tito and Dimitrov to achieve a certain elbowroom it is at least 
likely that a similar feeling has been felt in Warsaw or Prague. 

Russia’s reactions cannot be predicted. It may be that 
Stalin has already attempted the technique of a palace revolu- 
tion and that Hebrang and Zhujovitch were picked out as Tito’s 
successors. If so, Tito struck first and removed the Moscow 
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men. And in this later crisis of excommunication it seems that 
his Communist party has not split wide open as Moscow clearly 
expected it to do. Tito’s followers still look to Belgrade, not 
to the Kremlin. If, however, the technique of internal disin- 
tegration fails, what weapon is left to the Russians save that of 
open force ? Yet there are no Russian garrisons in Jugoslavia, 
and Tito is well armed. Thus, for the moment, Russian policy 
seems to have reached an impasse. 

The Western Powers are in a happier state, for in the short 
run at least they need do nothing. Marshal Tito is no friend 
of theirs. On the contrary, his first pronouncement of policy 
since “excommunication” includes a violent attack on the 
* imperialist West.” It would be a diplomatic gaffe of the first 
crder if the Western Powers were to begin making him advances 
simply because he has turned his back on the Kremlin. They 
have time to reflect, to weigh the case, to wait on developments. 

Nevertheless, the rift in the monolithic East raises one question 
which the Western Governments would do well to consider. 
Much in their attitude and policy towards the East has been 
determined by the belief that Russian control over East 
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Dollars—An American Problem 


HE first article of this series pointed out that there is a 

fundamental divergence between American and European 
views of the future course of economic relations between the 
nations. The Americans believe in the possibility of a return to 
a multilateral, more or less freely trading world, in which there 
will be no general dollar shortage, but all currencies will be 
freely convertible into each other, so that anyone who holds any 
other currency will be able to get dollars for it if he wishes to, 
and in which there will consequently be no need for the United 
States Government to make any spetial supplies of dollars 
available. On the other side stand the Europeans, who find 
it very difficult indeed to believe that, in four years’ time— 
or, indeed, at any time in the 1950’s—they will be able to 
possess themselves of as many dollars as they would like to 
use. In short, it is a divergence of view between those who 
believe the dollar problem is temporary and those who fear it 
is likely to be permanent. 

It is very important that the European forecast of an ever- 
lasting dollar shortage should not be misunderstood. It does 
not, for example, mean that Europe will never be self-support- 
ing—that is, that ERP will fail. In American ears, it is true, 
the two things sound identical, because to be short of dollars 
is to be short of money, which is to be dependent on charity. 
Fully three-quarters of the difficulties that arise in the mutual 
understanding by different peoples of each other’s economic 
problems arise from the natural tendency of every country to 
identify its own currency with “money.” In the days of the 
old German Reparations controversy, twenty years ago, the 
man in the street was genuinely puzzled to understand how 
Germany could be so prosperous internally and yet have 
difficulty in paying the reparations bill. If the German 
Government was short of “ money,” why could it not increase 
taxes? Similarly, it is reported that the showing in New York 
of the coloured film of Princess Elizabeth’s wedding presents 
left on the American audience the impression that all the talk 
of a scarcity of dollars in England must be nonsense. The 
truth is that, ‘in the present international financial crisis there are 
two quite separate problems. One is the specifically European 
problem, that the nations of Western Europe cannot at present 
pay for the supplies they need from the outside world. This 
problem, it is reasonable to hope, will be solved by 1952. As 
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European policy was both welcome and complete. . The und. 
lying assumption has been that the West must expect a solid 
undifferentiated bloc stretching from the Oder eastwards eng 
that any policy put forward by a “satellite” would necessarij 
have Moscow’s approval and would probably give Russia some 
advantage. This assumption is no longer self-evident. There jg 
thus a case for re-examining some aspect of the Western Powe 
relations with Eastern Europe on their own merits with 
reference to the supposed advantage or disadvantage of the Soy 
Union. Where in the past a policy, otherwise advantageous, 
been rejected simply on the possibility that it could strengt 
the Soviet Union, it might now be reconsidered. In particu 
trade relations might be reviewed in this light. Clearly, sue 
revaluation hardly amounts to a change of policy. At first, af 
least, it represents no more than a change of attitude, a 
attention, a greater flexibility. But it might secure certain 
crete advantages to the West and it would certainly do n 
to dispel the belief made evident by Tito’s defiance E 
Eastern Europe has more to resent and fear in domination by 
the East than in any pressure, real or supposed, from the ve 
ae 
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European production revives and as the terms of trade swin . 
back, the balance of payments of Europe with the rest of the” 
world, regarded as a whole, will come back into equilibrium | 
There is every reason to suppose that, by 19§2, Wester 
Europe will be paying its way, and that it will be able to cara 
as much as it needs of every currency in the world except the” 


Me 


dollar (and possibly the Canadian dollar). ‘ 
But the second problem is that the balance of payments of” 
the United States is also out of equilibrium, though on the | 
other side, and it is very much more difficult to see grounds 
for hoping that it will right itself by 1952. The dollar 
shortage may not then be so acute. It may then even be 
possible for the European nations to earn enough dollars to 
cover their irreducible minimum purchases in the United States 
so that no further grants or loans may be necessary. But if 
seems most unlikely that the European nations will be able 
to balance their dollar accounts without maintaining the most 
rigid economy in purchases from North America and practising * 
the strictest husbandry of any dollars they can earn. In 1948 
it is possible to regard the dollar shortage as something for 
which the remedy must be sought in Europe. By 1952 it will © 
probably be clear that it is an American problem. : 
The forecast that there will still be a dollar problem if 
1952 could be supported by an elaborate statistical argument. 
based on the recorded figures of the American balance of 
payments. But no statistics, however elaborate, can provide 
absolute proof of what lies in the future. And no very 
elaborate statistics are required to establish the fact that there 
is at least a strong risk that the American balance of payments 
will still be out of equilibrium, on the credit side, in four yeat 
time—or, to use language more strictly, that it would be ou 
equilibrium if there were then a return to multilateral, 
discriminating, unrestricted trade as envisaged in the ITI 
Charter. It is enough for the argument of these articles 
establish the risk, not the certainty. It is enough to establish 
the conclusion that it is safer to base plan-making for the world 
of the 1950’s on the assumption that there will be a dollar 
shortage than on the assumption that there will not. 
What, after all, is it that is to be relied upon to balance t 
American accounts? The dollar was strong enough in t 
1920's and the 1930's, and clearly everything that has | 
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pened since has made it relatively stronger. It is true that the 
present extreme shortage of dollars may well be mitigated. As 
production elsewhere in the world recovers, there will be 
alternative sources of supply for many of the things for which 
America now has a virtual monopoly. It is true that America’s 
need to import some raw materials is rising ; oil is the prime 
xample. But the oil reserves of the world are to a great extent 
American-owned, so that the dollars provided for the rest of the 
world by their exploitation are many fewer than might appear. 
t is true also that there is much talk in America of foreign 
nding operations; but loans merely postpone the shortage 
dollars, since they have to be repaid eventually, and in the 
neantime interest has to be paid on them. Moreover, the 
lifficulry about relying on loans as a cure for the shortage 
bf dollars is that the very same’ shortage makes it doubtful 
whether the borrower will be able to meet his obligations and 
hus scares off all private lenders. 

There is also the possibility—of which much has been 
heard from America in recent months—of a series of devalua- 
ions of the European currencies—that is, a rise in the exchange 
yalue of the dollar. But it is doubtful whether this, though it 
ould help, would do the trick. We have learned in Britain 
nm the last few years how little we can dispense with American 
‘oods, however expensive they become. And what exactly 
re the British goods of which billions of dollars’ worth 
tould be sold in America if the pound were cheaper ? Perhaps 
f there were willingness to let the dollar rise sky-high and to 
dmit unlimited amounts of European goods at low prices 
without any increase of tariffs—perhaps if these processes were 
ree to continue indefinitely, a point would eventually be 
meached at which the accounts would be balanced. But this is 
Quite chimerical; it is certain that neither the American nor 
he European Governments would contemplate such very wide 
novements. Within the range that Governments will allow, 
is very difficult, even after all these allowances have been 


2 the "Made, to see how the United States is going to purchase so 
ounds nuch from the rest of the world as to create the supply of 
dollar Hollars that the rest of the world would need to pay for what 
en be |) at would buy from the United States if it were free to buy as 


nuch as it would like to. The European nations may not be so 
ruelly embarrassed by their lack of dollars as they are now. 


HE polite and seemingly esoteric deliberations of the Royal 

Society’s Conference on Scientific Information may seem 
t first sight to have only a specialist interest. This Conference, 
t which the Dominions and the United States were represented, 
as summoned in response to a general desire for consultation 
ppon methods of improving the flow of scientific information. 
n many fields of science the research worker finds it increas- 
gly difficult to keep abreast of the growing volume of highly 
pecialised papers published in hundreds of periodicals through- 
put the world. The development of library and information 
ervices demands co-ordination, and even some standardisation, 
pf publication. Three of the four sections of the agenda dealt 
with such innocuous topics as improvements in abstracting, 
ndexing and reviewing services, The fourth, however, was con- 
cerned with the production and distribution of scientific papers 
@eewhich is the foundation of the whole system, and in which any 
| @eproposal for drastic change is inevitably controversial. 

The organisation of scientific publication is based at present 
pon a wide diffusion of responsibility and control among a 
arge number of societies. The societies have grown over the 
ears, in response to the needs of scientists and scholars, and 
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But it is overwhelmingly probable that they will have to watch 
their dollar expenditure very carefully—much more carefully 
than they will need to watch their expenditure of any other 
currency. 

Clearly, however—and this is another misunderstanding that 
needs to be clarified—this state of affairs cannot fairly be 
imputed to the United States for blame. It is not—it will not 
be—America’s fault. It is true that the American tariff is still 
high, and that though praiseworthy efforts to lower it have been 
made in the past fifteen years, they have all been part of care- 
fully calculated bargaining to increase American exports pari 
passu with American imports, so that no net relief has 
been given to the balance-of-payments problem. But the dis- 
location between the dollar and the other currencies of the 
world is far larger than can be explained by any mistakes of 
political action. It might even be that if the American tariff 
were abandoned completely, the problem would still remain. 
It is fashionable, on this side of the Atlantic, to contrast the 
skill with which Britain managed the international currency 
system in the last century with America’s refusal to “ behave 
like a creditor.” But these complacent comparisons are really 
quite unjustified. It was easy for nineteenth-century Britain to 
behave like a creditor; it is difficult for America. There is 
no precedent in economic history for the phenomenon of the 
United States, a country whose needs to buy from the rest of 
the world are relatively so-elastic, and the urgency of the world’s 
demands for whose products is so great, that a natural balance 
is almost impossible of attainment. It is nobody’s fault, but a 
position that has to be accepted and allowed for. It is foolish 
to utter preachments at a country which, with all its faults, has 
shown itself generous beyond all precedent. But it would also 
be foolish to pretend that the facts are other than they are. 

The most important of these facts for everybody to grasp is 
that the shortage of dollars is—or very soon will be—an Ameri- 
can problem. Europe can make itself once more self-supporting. 
But if, when that has been done, there is still, as seems likely, a 
shortage of dollars, that will be a problem that it will be beyond 
Europe’s power to solve. Europe will nevertheless have to take 
account of its existence, and the concluding article of this series 
will discuss some of the consequences for long-range policy 
that would follow. 


Science and Planning 
(By a Correspondent) 


the cement which keeps the system together is precisely that 
“ overlapping” of functions which all planners abhor. The 
integrity and independence of these societies and their publica- 
tions constitute a guarantee of scientific freedom, since the 
research worker has that liberty of choice between two or 
more journals for the publication of his results which is the only 
final safeguard against scientific censorship. 

The proposals put forward by Professor J. D. Bernal had 
already been favourably considered at a conference of the Asso- 
ciation of Scientific Workers (which is not a learned society, as 
is sometimes supposed, but a trade union with a left-wing 
leadership), and provided in effect for a form of nationalisation 
of the machinery of scientific publication. They wete based on 
a quantitative and statistical analysis of the situation, completely 
ignoring such qualitative factors as the initiative, devotion and 
competitive zeal of editors (who are mostly unpaid)—qualities 
which could hardly survive the transplantation to a bureaucratic 
regime. The essence of the scheme was that the individual 
paper, and not the bound-up journal, should henceforth be the 
unit of publication ; that “ National Distributing Authorities ” 
should be set up to receive manuscripts, send them for reference 
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to the sozieties which they considered appropriate, and then sub- 
edit and print them in pamphlet form. These papers should 
then be sent to such workers as specifically asked for papers on 
the particular subject concerned. However, one of the main 
functions discharged by existing journals is to keep scientists 
informed of work in fields related to, but outside, their own spe- 
cialist enquiry, and to this extent the Bernal proposals would 
accelerate the fragmentation of science into specialisms, which 
is one of the great problems of the day. Quite apart from the 
technical objections to the scheme, it was the political implica- 
tions which most profoundly shocked the mass of research 
scientists. Many of them feared that it would mean the early 
extinction of many of the societies, the lowering of scientific 
standards, and the setting-up of a bureaucracy, which would 
certainly have arrogated increasing power to itself in practice by 
virtue of its influence in the dispensation of funds, paper and 
priorities ; such centralisation of all the means of scientific publi- 
cation would have provided too tempting an opportunity for 
some government of the future, in a real or imagined emergency, 
to suppress it entirely. These fears, no doubt, were exaggerated ; 
but they were sincerely felt, Consequently, although Professor 
Bernal’s proposals had been made the basis of the working 
parties’ study, they were rejected in favour of the existing system. 

The movement for planning in science has been gathering 
force since the early thirties. Its underlying concept is that 
“pure” science is worthless, except in so far as it can be put 
to practical social uses, that science does not exist for its own 
sake, and that all scientific research should consequently be 
organised according to a master plan, similar to that adopted in 
the USSR. The currency of these doctrines dates from the visit 
of the Soviet delegation, led by the old Bolshevik N.I. Bukharin 
(afterwards purged), tc the International Congress on the His- 
tory of Science held in London in 1931; they spread gradually 
throughout the thirties, as may be traced in the Reports of the 
British Association, and became crystallised in 1939 in Professor 
Bernal’s book “ The Social Functions of Science.” ‘Their up- 
holders have on the whole tended to interest themselves in the 
means of communication between scientists (including at one 
stage the British Council) rather than in scientific research itself, 
which takes up most of the energies of the scientists proper. 
Indeed, the pure or research scientist, as opposed to scientific 
publicist, is normally too preoccupied to be interested in the 


Long-Term Economic Problems—V 


—_—— 


THE ECONOMIST, Joly 3, 1948. 
political implications of scientific organisation, and this hay 
meant that the opposition to totalitarian views has been slow, 
to take shape. Since 1940, however, the Society for Freedom 
in Science has done much to provide a counterbalance. 

This controversy has a wider interest than a mere div 


of view upon scientific method, 
research is directed to pushing forward the frontiers of 


“ Pure,” or fundamen 


knowledge by the use of experiment and the inductive method, 


each new discovery helping to throw light on other outstanding 


problem- in nature, Applied science or technology, on the other © 
hand, is concerned with the use of existing scientific knowledge 


to solve specific practical problems. The pure scientist wor 
with known means towards an unknown end; the technologi 
knowing his end, searches for the means by which to reach it, 


It is often difficult to separate the two fields in practice, bo a 


least it will be clear that the work of Rutherford and Thomson 
in nuclear physics was “ pure,” whereas the Los Alamos project 7 


was an application of science. The direction and extent of tech- 


upon which all technological progress depends, can thrive only 


if the argument is permitted to follow the evidence with no © 
question. of the desired result. +4 


It may seem that the controversy which Professor Bernal’ 
proposal has aroused is out of all proportion to its natur. 


importance. Nevertheless it has a very direct bearing upon 4 4 


future of this country. No one who has studied the decline 


German technology in many industries between 1933 and 1945 | 
can doubt that it was largely the result of treating science as a © 


political weapon, and of demanding specific results not 


applied but of pure science. In this country there are powerful © 


forces arrayed against the economic adjustments demanded 
by technological progress; old fashioned management and old 


fashioned labour are equally its enemies. Yet Britain can only 4 
revive as a successful industrial nation if the technical pro- © 

: . . . . oe a 
ficiency of its industries outstrips or at least draws level with — 


that of Switzerland and America. It would be a permanent 


source of weakness to this country if the springs of scientific 


inspiration were to dry up through imposition of any rigid 


planning upon the minds and activities of scientists. a 


Cutting the Coat 


HE previous article stated the conclusion—which is, after all, 
littke more than self-evident—that a total of taxation equal 
to some 37 per cent of tlie national income is more than can 
be borne. One of the tasks of long-term economic policy must, 
therefore, be to reduce the total of tax-financed expenditure. 
The first step in any such programme must be to discover 
which are the constituents of expenditure that have swollen the 
most in recent years. The accompanying table is an attempt to 
group the total of tax-financed expenditure—that is, the total 
expenditure of the central government, of the local authorities 
and of the National Insurance funds—under the chief heads and 
to relate the figures to the national income. The pre-war figures 
are based in the main on the financial year 1938-39, but they 
have been rounded in order to avoid the spurious accuracy that 
would follow from giving the exact figures of one year. Simi- 
larly the pre-war total of “ private income before tax” has been 
taken as a round £§,000 million. The figures of “ present” 
expenditure are mainly based on the estimates for 1948-49. 


The total of private income before tax has been taken as 


£10,000 million (the estimate for 1947 is £9,911 million). 
abit peor : 





Prewar | 


Present 


General Machinery of Government.... 
National Debt Interest ..... 2.500400: 
Defence, War, en and Su wes 
Social i c. Education, 
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Trade and Industry fine. Roads)... ... 
Food and Agric 
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These figures shed a considerable light on the bu 


problem. In the first place, it is clear that it is not the general 


nological research is naturally conditioned by many non- © 
scientific factors: the particular needs of industry or war, ang | 
the amourt of money available for research must guide to a 
very large extent the avenues of exploration. But pure science, © 
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machinery of government—law and order, the foreign and 
imperial services, the main sttuctufe of local government+that 
is responsible for the level of.taxation. The cost of the national 
debt shows only a very small increase in proportion to the 
national income. Moreover, the debt figure is gross and there 
is an immediate deduction of tax ; the net cost of the national 
debt is now actually a smaller proportion of the national income 
than it was before the war. The items where the increase 
is to be found are Defence, the Social Services and Food and 
Agriculture ; together these took 14 per cent of the national 
income before the war, and today they take 233 per cent. More- 
over there will be further increases in the immediate future. 
Defence expenditure, no doubt, will show some further decline, 





h it, “9% but there is no sign of any similar reduction in expenditure on 
ut at food and agriculture, and there is about to be a sharp increase 
mson | in the expenditure on social services as the full National Insur- 
oject, ~ ance scheme and the National Health Service come into effect. 
tech- — Education expenditure is also rising. The increases in National 
non- © ™ Insurance contributions are similarly an addition to the burden 
: ang > of taxes ; in the twelve months from July 1, 1948, taxation will 
to a > amount to fully 40 per cent of the total of private incomes, and 

ence, "= expenditure will be something like 36 per cent. 
only — These figures make it possible to form a view of the size of 
h no  @ the task that will have to be accomplished’ before a really healthy 
3 relationship is restored between the national income and the tax- 
nal’s > financed activities of the Government. Mr Colin Clark’s pro- 
tural | ' portion is 25 per cent. But there is no absolute authority for 
n the = this, and in any event so large a reduction is a political impos- 
ne of sibility. Let us, therefore, set the target at 30 per cent. But 
1945, 30 per cent of what? The present total of private income is 
asa 9 about £10,000 million. But it will certainly not stay at that 
‘t figure. It may, of course, rise still further if there is a further 
erful bout of inflation. But it is much more likely to fall. Overfull 
nded employment of the present kind cannot possibly last for ever. 
i old Moreover, there is almost certain to be some deflation of money 
only incomes, over and above any fall in the real volume of activity 
pro- | there may be, since profit margins and overtime earnings are 
with 9 bound to shrink as they feel the pressure of a returning buyers’ 
nent 9 market. If any calculations are being made of long-term pro- 
ntific 98 Spects, it is only. prudent to suppose that there will be a fall 
rigid -» of at least 10 per cent in the present level of money incomes. 
._ |= This is, indeed, an optimistic assumption ; if there is severe 
| unemployment or a sharp deflation, the fall will be larger. To 
say that tax-financed expenditure should be reduced to 30 per 
cent of the national income therefore means that it should be 
reduced to £2,700 million, or even perhaps to less than that. 
The task is to find means of knocking some {£750 million off the 
present total expenditure, or some £900 million off the total of 
~» expenditure as it looks like being when the commitments that 

" = are already on the statute book mature. 

4 These figures would, of course, be invalidated if there were a 
n as rise, instead of a fall, in the national income. If, for example, 
6 the national income (more accurately, the total of private 
— income before tax) were to rise to £12,000 million, the present 
a level of expenditure, even with the automatic increases that are 
ee. in prospect, would come within the limit of 30 per cent. But 
ane if the increase in the national income were merely a reflection of 
ee a further fallin the value of money, there would be a very heavy 
"ae pressure for increases of expenditure. Every item except that 
re of interest on the national debt (which is now a relatively small 
5) igs part of the total) would respond with more or Jess promptness 
4 @ @® to the rise in prices, and it is likely that the largest items— 
1: cas Defence and Social Security—would be among the promptest 
{ # to show an increase. Inflation, or currency devaluation, would 
a be of very little help. If an increase in the national income from 
——+ £10,000 million to £12,000 million could be secured, not ‘by a 
$4 general rise in prices, but by a gesitiine rise in national produc- 
ohikadbe tivity, the problem would, of course, be solved. But any such 


rise within. afew. years is really.out of the. question, Un- 
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doubtedly it is tempting to believe that expenditure need not 
actually "be cut’; if it is ‘simply held at about the present level 
the real ational income will soon catch up with it. But even 
if all increases in expenditure could be rejected, which would 
not be easy, the period of waiting would be far too Jong. 
An increase of something like 20 per cent in the real national 
income would be needed to bring the present level of expendi- 
ture within the bounds of reason, even if they are generously 
assessed. A country that is already fully employed can secure 
such an increase in its output only by the slow and hard road of 
an all-round increase in individual productivity, and to judge 
by the achievements of the past, it would take at least a dozen 
years, even in favourable circumstances. Irreparable damage 
may be done to the British economic machine if it is kept under 
the present pressures for as long as a dozen years. 

There is really no escaping the conclusion, unpleasant though 
itis. If the British economy is not to be weighed down by 
an excessive burden of taxes, from £750 to £900 million must 
be cut out of the present total of expenditure. This will not 
be by any means easy. But equally, the figures are not so 
gigantic that they are quite beyond the limits of possibility. 
The terminal expenses of the war will, it must be supposed, 
disappear in due course and the shrinkage of the numbers of 
men in the armed forces will automatically reduce defence 
expenditure. Economies in administration might knock {100 
million off the civil items. But clearly these administrative 
economies will not by themselves do the trick. There will have 
to be painful decisions of policy as well. The food subsidies— 
which are complete economic nonsense in any case—will have 
to be brought to an end. Once the immediate housing crisis 
is past, the nation will have to ask itself whether it can afford 
to pay such very large proportionate subsidies for the building 
of so many houses. The policy of expanding domestic agri- 
cultural production will have to be pursued with less reliance 
than at present on high prices as its main modus operandi. It 
is. the fashion to sneer at the precedent of the Geddes Axe, and 
possibly it was too ruthless and indiscriminate in its operation. 
But the necessity remains ; by one means or another, the total 
of tax-borne expenditure must be reduced to something of the 
order of £2,700 million at most. 

Like most of the long-term problems, that are under review 
in this series of articles, this necessity can be ignored in any 
one year, or two, or three, without immediate and irremediable 
disaster following. But the ultimate consequences of neglect- 
ing it are likely to be calamitous, If there is one thing—apart 
from the existence of the English Channel—which has contri- 
buted more than any other to the successful development of 
the democratic system in the British Isles over more than two 
centuries, it is the unfailing solvency and soundness of the 
public finances. It is financial statesmanship, built on the 
traditions of Lowndes, of Godolphin, of Pitt, of Peel, of Glad- 
stone, that has presented the British people with their virtually 
unique combination of free institutions and an efficient govern- 
mental machine. How true this is can perhaps best be seen by 
glancing back over the history of France and noting how many 
governiments—royal, imperial and republican, reactionary, 
radical and socialist—have been brought to the ground through 
inability to maintain order in the public finances. Fiscal 
instability is the disease and the damnation of democracies. 
Britain has hitherto been the great exception. But it cannot so 
continue for very long unless the necessary effort is made to 
climb out of the present impasse. The British people have 
already shown, to an admirable degree, the sort of passive self- 
discipline that secures the Joyal. payment of crushing’ taxes. 
They. now need to show the more positive and deliberate self- 
discipline that will enable the taxes to be reduced. 

[This is the second of two articles on the long-term budgetary 
problem. The series on’ “ Long-Term’ Economic Problems” 
will be continued in due course) 
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NOTES OF 


The end of the London dock strike closes one of the most 
senseless and regrettable episodes in British industrial history. 
A dispute over the disciplinary action taken by the Dock Labour 
Board, using machinery which had been fully agreed to by the 
trades union, brought the port of London to a standstill for over 
a fortnight and nearly succeeded in creating a sympathetic strike 
at every port in the country. The decision to proclaim a State 
of Emergency, backed up by the best broadcast ever made by 
Mr Attlee, and the pinch of the empty pay packet, undoubtedly 
contributed to the strike’s collapse. But probably the most im- 
portant reason was the united hostility to the unofficial strike on 
the part of the Government, of organised labour and of the un- 
organised consumer who will bear the brunt of this jeu d’esprit. 

The reasons for its flare-up cannot be explained in terms of 
Communist plots. It is highly doubtful if Moscow wishes atten- 
tion to be directed to British Communism at this moment or 
could have engineered this strike had it wished. Once begun, the 
leadership of the unofficial strike undoubtedly passed to the 
Communists, but that does not explain why the dockers preferred 
to follow them rather than press for revision of the disciplinary 
clauses of the dock labour scheme through their union which had 
originally negotiated it. The underlying causes were, first, a 
lack of confidence between the dockers and the higher officials of 
the Transport and General Workers Union and a general feeling 
that the latter had deserted to the “boss class” and could no 
longer be relied on to represent the men’s interests. Secondly, there 
was an inchoate feeling of resentment at the discipline imposed 
by the dock labour scheme as against the old days of casual labour. 
Consequently, once a lead had been given, the dockers preferred 
the dramatic course of direct action to the slow process of negotia- 
tion through their union for the vindication of their eleven mates. 

The dock strike has raised two major issues. First, if the 
Transport and General Workers Union is too large and amorphous 
to retain the confidence and represent the interests of the various 
trades who compose it, ought it not seriously to consider putting 
its house in order ? If it cannot participate in the running of 
industry without its officials losing touch with the men, there is 
a strong case either for getting new officials or for introducing 
better methods of keeping them in touch with the feeling of 
diverse interests which they represent. No union which has a 
sense of its responsibility, to the nation and to its own members, 
ought to be able to witness—without severe self-analysis—the 
deplorable spectacle of the failure of its General Secretary to 
carry any weight with the dockers. 

The strike has raised an even wider question. In the postwar 
British economy, stripped of all its reserves, such a stoppage 
creates far graver problems than in any previous era. It is, 
therefore, vital to discover what safeguards the nation can erect 
against the recurrence of such wilful acts of economic vandalism. 
To outlaw the right to strike would be unthinkable under the 
present or any other British Government, and a half measure 
would, as the Taft-Hartley Bill in the United States has shown, 
be worse than useless. The answer is surely that in Great Britain, 
where the machinery of industrial conciliation has become so 
highly involved, the strike, whatever its value as an ultimate 
sanction, has become a clumsy and obsolescent weapon, a rusty 
bludgeon used where a surgeon’s probe is needed. The dockers 
gained prahing by this strike (they actually lost some £250,000 
worth of wages) that they could not have achieved by other means. 
Only the leaders of the Labour movement can educate the mass of 
the workers to the realities of modern industrial organisation, and 


instead of searching for scapegoats they would do well to take 
their coats off to the job. 


* * * 


Master Pact for ERP 


The negotiations on the master pact for ERP have been 
successfully com and in the House of Commons on Tuesday, 
Sir Stafford Cripps was able to announce the Government’s 
readiness to accept the terms. The most unacceptable provision— 
which appeared to remove from Britain the power to regulate 
its own exchange rates—has been removed, others are modified 
(the details are discussed in a Note on page 27) and altogether 
the Americans have clearly gone almost all the way 
legitimate British objections presented by Sir Oliver Franks, 

Since this is so, it is to be hardly ps to be 
expected—that the debate on the agreement, fixed next week 
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THE WEEK 


in the House of Commons, will be both discreet and info: 
Few subjects rouse such parliamentary diatribes as the 
doing, real or supposed, of the Americans. The lunatic f 
on the Left are always ready with cries of * capitalist 


defence of Empire directed against a nation of Colong 
McCormicks. And in between the two extremes, the number of 
Members who can match sobriety of approach with real inf E 
tion on international monetary and commercial policy is umn 
happily limited. It is therefore possible that American policy ~ 
may come in for some rough handling next week, which would by ~ 
not only injudicious but unjust. ; ee 
The negotiations have shown once again that the first though ; 
of the American Administration are usually very different from — 
its final conclusions. The original draft is often prepared by 
“enthusiastic lawyers” with a passion for precision and for 
guarding against all eventualities. This precision is sometimes ~ 
wounding since it tends to assume that America’s partners a. € 
the world are twisters and must be tied hand and foot. : 
subsequent discussion invariably produces an acceptable text, and = 
Members of Parliament would do well to remember that the pag © 
before them is not the first thoughts of three weeks ago but a fair — 
and reasonable negotiated agreement. Uninformed mudslin; 
does nothing but harm from whichever side of the Atlantic i © 
may come. a 7 
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* * * « @ 
: = 
July 5, 1948 c= 
Next week there comes into force in this country the mot 7 
comprehensive social security scheme that the world has yet seem. © 
Any one of its four parts is a major administrative measure: by © 
national insurance virtually the whole population is covered © 
against the normal hazards of life ; by industrial injuries insurance © 
the whole working population is covered against accidents of © 
disease attributable to their employment ; by national assist 
the old poor law is finally broken up and a minimum income 
guaranteed by the State to every person who can prove his need; | 
by the national health service all medical, hospital, dental and 
ancillary services are to be available, free, to every man, woman © 
and child in the land. : a 
When, just over a year ago, July 5, 1948, was declared to te 
the appointed day for these four measures, the dollar crisis was © 
at hand, and Mr Dalton was shortly to announce the cuts in the © 
import programme. But if the announcement of the date seemed | 
unpropitious then, how much more so does the date itself scem 
now—with the worsening of Britain’s terms of trade and 
the heavy blow dealt at its whole economy by 
dock strike. It is possible to argue that the worse a count 
economic position, the more necessary a scheme of social securif 
to look after the unemployed. It is fashionable to argue 
in any case, social security places no new burden on the nation 
income, but merely redistributes it; Mr Bevan is never tired 
of arguing that the shorter the country’s supply of doctors, nurse 
and hospital beds, the more necessary is a national health service 
to ensure that they go to those who need them most. Thes ~ 


arguments are far too comfortable. They encourage people © 


believe that social security need not be worked for and involves | 
no abstention from consumption. As for the health service, one 
has only to look at the daily advertisements of posts to be filled © 
in it to see what a heavy additional burden its organisation alone 
is placing on the country’s manpower. eg 

The Beveridge Report captured the imagination of the county 
by the simplicity of its aim—the abolition of want. But it 
appeared when the people were united by war and were workin 
as never before, to win it. The social security scheme, which is 
based on the report, is launched in far less auspicious ci - 
stances ; yet the very difficulties of the time make it a test of the 
people’s will to work and ability to practise self-denial. If these 
are forthcoming, the scheme is large enough and bold enough ® 
arouse the admiration and envy of other democracies. It will not 
do so if it becomes merely one more liability of a Mt, 
pensioned nation. 

& * * 


Warsaw Manifesto 


_, Mr Molotov appears to have found it anything but 
Puree Mislina’ Of cork erik ie Pe 
Foreign Ministers of eastern Europe to meet him. 
was to produce an Eastern reply to the Western statement of 
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had been agreed in London about the political and economic 
rehabilitation of western Germany. ‘What eventually emerged 
was the communique of June 24th, four newspaper columns long, 
which reflected all the embarrassments of Moscow. What was 
put in. to please the eastern capitals could not fail to irritate the 
Germans. What was put in to please the Germans could not fail 
to arouse the suspicions of the Czechs, Poles and Jugoslavs. It 
is probably this divided loyalty which accounts for the absence 
of any positive evidence of Russian intention to set up in eastern 
Germany a rival to the promised government in F j 

Nine-tenths of the Warsaw communique was indictment of the 
Western governments on all the old counts, but with heaviest 
emphasis on their aggressive intention in reviving the industry 
of the Ruhr and allowing “ German Chauvinism to rear its head.” 
Mr Bevin and his colleagues of the six-power conference are 
accused of violating Potsdam, desiring to liquidate the Control 
Council and the Council of Foreign Ministers, of stopping the 
demilitarisation of Germany, of splitting the country’s economy, 
of imposing a government and constitution on the western 
Germans in undemocratic fashion, and of ignoring completely 
the claim of Germany’s victims to reparations. 

This is all old stuff, and there is not the slightest doubt that the 
Russians—and their satellites—believe some of it to be true ; or 
at least they are afraid that much of it might became true in 
time. Russia’s strongest card in eastern Europe is the genuine 
fear of German revival ; yet its strongest card in Germany is the 
bait of frontier revision that it can offer to the nationalists east 
and west of the Elbe. 


x 


For the moment that bait has been taken off the hook. The 
Warsaw communique says firmly that the Oder-Neisse line on 
which the new Poland faces Germany is “an inviolable frontier, 
a frontier of peace.” But another bait has taken its place. In 
the fourth of the five points which the communique puts forward 
as a policy for Germany the demand is for 

conclusion of a peace treaty . . . in order to withdraw occupation 

troops of all Powers from Germany one year after the conclusion 

of the peace treaty. 

The full implications of this demand have to be carefully 
thought about by anyone who advocates resumption of Four- 
Power talks on Germany. They mean, in fact, the abandonment 
of Western Europe by American and British forces—for what 
would be left in Austria would be unimportant. Russian troops 
would be withdrawn a short distance, American troops a vast dis- 
tance. Is this really desired by the western Germans or by their 
French and Benelux neighbours ? What price would the Russians 
pay in such a bargain ? 

Otherwise, the Warsaw communique restates Russian terms for 
a Four-Power settlement in Germany much as they always have 
been: Russian share in joint control of the Ruhr “for a definite 
period,” agreed establishment of a “ provisional, democratic, all- 
German government consisting of representatives of democratic 
parties and organisations,” and agreement on ways of completing 
Germany’s demilitarisation and-the fu t of its reparations 
obligations. Not a word about economic unity, about the rights 
to be guaranteed by a future German constitution, about the 
organisation of economic recovery or about the immense value 
in reparations already taken out of the Russian Zone. In fact, 
the Warsaw statement belies the peaceful talk of Mr Stalin and 
Mr Molotov, and is just another move in the Berlin blackmail. 


* * * 


Communist Anxieties in Palestine 


Communist propaganda has been taking an aggressive line 
about Count Bernadotte and his efforts as United Nations 
mediator for Palestine. This is-probably Russia’s answer to the 
Security Council’s refusal of its request to be represented there, 
like the United States, France and Belgium, by a contingent of 
military observers. Mikunas, the secretary of the Israeli Com- 
munist Party, who is touring eastern Europe in search of un- 
specified help for the Palestine Jews, told a press conference in 
Prague that the Count was an emissary of American im- 
perialism. Dr. Moshe leader of the group that wants a 
Soviet orientation in Israel, has been more specific. As quoted 
by Tass, he told a correspondent of the New York Daily Worker 
in Tel Aviv that the Count was “most likely preparing a new 


American compromise, Jews 1 
Negeb Israel was to be incorporated into a federation of an 
enlarged kingdom under Abdullah, while Haifa’ 
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joint harbour, At this price the Arabs were to recognise the Jewish 

State as an accomplished fact 

The scheme referred to is a new version of a line of ‘thinking 
once popular among Zionists, and has therefore a plausible ring. 
Moreover, an Anglo-American agreement is feared, not only by 
the Russians and their friends but also by many Jews, who 
naturally prefer their Truman in a mood of Zionism unchastened 
by the thought of American world interests. Count Bernadotte’s 
royal background alone makes him suspect to east European 
Jews, traditional levellers who are still the dominant force in 


‘Israel. 


Territorially, the Negeb is in fact, apart from the small garrisons 
cut off by the Egyptians—the occasion this week of a reported 
violation of the truce—lost to Israel, It is mostly desert and not 
worth fighting about. As for Haifa, the Jews, as their recent 
formal complaint on this subject shows, are vitally concerned that 
the Kirkuk oil should begin to flow again through the pipeline to 
the refineries. In order to secure this, they will certainly have 
to make concessions. If it comes to bargaining they are bound 
to consider King Abdullah’s need for a commercial outlet to the 


On the political side, the suggested concession of a titular 
sovereignty to King Abdullah may seem far-fetched, and there is 
yet no evidence that such an idea would appeal to either party. But 
as Dr Sneh has pointed out, “actual control would probably be 
divided between Britain and the United States; Britain would 
continue to dominate Transjordan and the United States the 
state of Israel.” This again is no more than a recognition of 
present facts, and is the main reason why neither Britain nor the 
United States, can easily tolerate a resumption of fighting. Jewish 
prospects are inevitably bounded by the extent of America’s 
willingness to support them. 


* 


Divisions in Israel 


A broad settlement of this kind, however little it departs 
from the actual situation produced by six months’ fighting, would 
raise more problems than it solves. First, there is the fate of the 
hundreds of thousands of Arabs who have been terrorised into 
leaving their homes. The United Nations, which precipitated 
this violence, has a duty to them as much as to the Jews, It will 
be hard for the Arab kings to persuade Arab public opinion, 
exploited by the Mufti, to acquiesce in their permanent 
expatriation. 

Secondly, in Israel the position of Mr Ben Gurion and his 
government is not enviable. On its right is the Irgun, which had 
every reason until last week to expect the co-operation of the 
Palmach—the Government’s commando force—in so small a 
matter as breaking an Anglo-American truce. When the Palmach 
instead was ordered to liquidate the Irgun, there was a moment 
of doubt whether it would do so, since it had itself successfully 
resisted an attempt of Mr Ben Gurion a month previously to dis- 
solve it. It did, however, remain loyal, and the Irgun men either 
came quietly or went underground, thus avoiding an immediate 
civil war. 

On the left is the Sneh group, which wants to turn Israel into 
a militant outpost of Soviet Russia. Left and Right mean very 
little in Israel today, and it is by no means impossible that the 
Irgun will join up with the Sovietising opposition. Things are 
now being made more difficult for them in their principal western 
strongholds, America and South Africa. American-Jewish papers 
have been refusing their advertisements, and they have been 
hindered from collecting funds—if the American authorities had 
done this during the Mandate, terrorism would have ceased. 
In South Africa, Revisionist offices have been raided by the police. 
Despite these symptoms of American responsibility for Israel, 
there will be a great deal of world Jewish sentiment in favour 
both of Irgun and Sneh. If economic conditions in Israel are 
adverse—and they can hardly be favourable in the immediate | 
future—this sentiment will combine with social discontent to 
make things difficult for Mr Ben Gurion and his -third force. 

A Palestine settlement is much more likely to founder on these 
more direct issues, the uprooted and homeless Arab refugees, the 
internal Jewish pressures, than on broader questions of recognition 
and sovereignty. 


* * * 


The Monopoly Bill 

_ Close ane constructive committee work has SSN 

improved Monopoly Bill, which passed“its third reading on 
additio i Ais tee Colao! draft.is the definition 


Tuesday. A useful 
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in broad terms, to which experience will add a more definite 
content, of the “national interest” which it is the Monopoly 
Commission’s business to safeguard. Its educative value will be 
enhanced by the provision that “reports of a general character, 
based on accumulated experience,” should be published from time 
to time on particular types of restrictive practice. There is virtue, 
also, in the new provision that the Board of Trade should report 
annually on the activities of the Commission and on the requests 
and suggestions received. 


Two major weaknesses remain. The Commission is to have 
no power to inquire into, or comment upon, the behaviour of 
statutory monopolies; and restrictive labour practices remain 
outside its scope. On the face of it this is obviously a pity. But 
there is some force (even though not as much as Government 
spokesmen make out) in the contention that public interest in 
nationalised industries has a statutory safeguard, and that trade 
union bargains call for a different approach. Moreover, the Com- 
mission looks like being quite sufficiently burdened for the time 
being. Mr Belcher told the House that the Board of Trade had 
already received enough prima facie information to provide 
“ several alternative programmes ” for the first year’s work ; which 
is another way of saying that the Commission cannot possibly get 
through all that it should get through in the time. To postpone 
the logically desirable extension of its competence until some other 
Government sees fit to pass an amending Act may not really be 
a bad thing. 


In the end, it is the spirit in which the Commission works, 
and the response which it receives, rather than the letter of its 
constitution, which will be important. Mr Wilcon’s closing speech 
indicated at once the strength and the weakness of the project. 
It might, he said, expose one or two rackets, but it would be 
applied particularly to “ rooting out” the lack of enterprise which 
might be associated with restrictive practices. There is the rub. 
One cannot “root out” anything so essentially negative as lack 
of enterprise. It is the rackets which need rooting out, and the 
lack of enterprise which should be pilloried. If the unenterprising 
are indifferent to the pillory, there is nothing the Government 
can do about it—except to brandish that threat of nationalisation 
which Dr Dalton has already indicated as the proper punishment, 
not for sluggishness, but for enterprise crowned with undue 
success. The Labour party has still a lot of thinking to do on 
the subject of business and commercial enterprise. 


* * * 


All Carrots, No Sticks 


The Agricultural Charter is one of the sorriest efforts ever 
to emanate from the Conservative Central Office. As an attempt 
to win back any wavering voters among the agricultural com- 
munity, it may have some temporary success—unless, indeed, the 
farmers remember that fine words butter no parsnips.. As an 
attempt to draft a workable agricultural policy for a beleaguered 
Britain, the Charter never once comes to grips with economic 
realities. 

The Conservatives, of course, would indignantly deny this. 
They would say that they are the economic realists in demanding 
a §0 per cent increase (over prewar) in the output of British agri- 
culture and in declaring their readiness to give the highest priority 
in materials and financial aid for all schemes of rural development. 
But targets, as the Labour Government, too, would do well to 
realise, do not by themselves constitute a policy—especially targets 
such as these whose practicality is not backed by a single scrap 
of evidence, either technical or economic. With such a wealth 
of agricultural talent in the House of Lords, it is strange that the 
prospects for British farming are not better analysed and 
expounded. 


Can Britain actually manage to grow 50 per cent more food 
than prewar? ‘There are those in high places who would say 
that it cannot be done at all, and there are others who would say 
that it could only be done at a prohibitive cost which would 
grievously hurt the whole economy, and not least the export drive. 
Again, is it economically justifiable to give schemes for agricultural 
development and the improvement of rural amenities a still 
higher priority than that which they already receive ? Only in a 
political pamphlet is it possible to give a strong affirmative answer 
without bothering about the effect on other urgent claims for 
scarce a ces. Finally, what - the eee the bill which con- 
sumer and taxpayer must pay between for implementing 
the Conservatives’ grandiose schemes ? And how is the payment 
of this bill, which must in any case be extremely large, 
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to be squared with the Tories’ other plans for reduced 
taxation ? 


These questions are not answered—are not even asked. In one 
sense, perhaps, this does not matter, since the output targets which 
the Conservatives propose cannot in any case be achieved by the 
policy laid down elsewhere in the Charter. This policy amounts 
to extending the Labour Government’s guarantee of assured prices 
and markets to farmers so as to make it virtually unlimited, whilst 
stripping away such safeguards as exist for raising agricultural 
efficiency. The Agriculture Act rightly limits the taxpayers’ 
obligation to pay.a guaranteed price for farm produce to such 
amounts “as in the national interest it is desirable to produce in 
the United Kingdom.” This qualification the vatives 
would remove in order to give the British farmer “ real ence,” 
But how, under a Tory dispensation, is the farmer to be per- 
suaded to produce the types of food which the nation needs at a 
price which it can afford ? Certainly not, it seems, by direct 
compulsion—for under their proposals Government supervision 
would be curtailed, the activities of county agricultural com- 
mittees restricted, and the use of compulsory cropping directions 
permanently abandoned, Certainly not by the use of new market- 
ing machinery—for the Charter would reinstate the prewar 
producer-controlled Marketing Boards, despite the emphatic 
insistence of the Lucas Committee that farm produce which has 
become in effect “the taxpayer’s property ” should on no account 
be marketed by sectional interests. But how then? The one 
other possible safeguard of the public interest—and it is a very 

one—would be the intelligent and firm use of the price 
mechanism so as to steer production in the right directions and 
raise efficiency ; but it is a possibility of which the Tories seem 
totally unaware. 


The Conservatives’ idea of securing a productive and efficient 
agriculture seems to be to write the farmers a blank cheque, sit 
back and hope for the best. There is no reason to believe that 
this attitude would even produce much increase in output— 
certainly the present Government’s efforts along the same lines 
are not being conspicuously successful. Since the interests of 
taxpayers and consumers are not considered at all, there is every 
reason to expect the result to be extremely costly to an im- 
poverished nation. For agriculture, however, the policy is one 
of all carrots and no sticks. 


* * _* 


Children Out of School 


The Report of the Central Advisory Council for Education 
on the out-of-school activities of schoolchildren contains some 
sensible generalisations about the needs of children and the en- 
vironment in which these needs can be served. When dealing 
with the deficiencies in the environment it is sympathetic and 
realistic, but when it outlines its recommendations for reform it 
leaves reality far behind. “The need is so urgent,” say the 
Council, “that a special effort must be made without delay to 
provide facilities at least comparable to those which are already 
in existence for the use of the older age group ”—i.e., those pro- 
vided by the Youth Service. Education authorities are to “ in- 
crease and improve by every possible means facilities for the play 
and recreation of children outside of school hours,” setting up 
special sub-committees for the purpose ; voluntary bodies should 
receive official grants, a paid or trained staff should be recruited, 
sites, equipment and material should be acquired, libraries de- 
veloped, concerts, plays, exhibitions fostered by the Arts 
Council. . Very nice, too. But from what other uses are the 
manpower, the materials, the sites, the books and so forth to be 
diverted ?—a more pertinent enquiry than the old cynical cry of 
“'Where’s the money to come from ? ” » Nursery. schools, 
hospitals, home help services, clinics are all desperately under- 
staffed ; schools are short not only of teachers, but of space, of 
furniture and equipment, of books, materials and tools ; indeed, 


the whole educational system, in the throes of reform, is as messy _ 


as a half-rebuilt house—a description which might also be plied 
to the national economy in general. This is hardly the aaa 
to jaunch an ambitious new social service. 

Plenty could, of course, be done in a small way, and the time 
may come when the whole programme will be possible. But in 
the last resort children’s out-of-school activities depend more on 
their parents than on anything else. The proper scope of. civic 
action is the long-run provision of an environment in which family 

flourish ; not in a and i 
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First Fortnight of Currency Reform 


The success of currency reform in the western zones of 
Germany in its initial economic purpose was devastatingly abrupt. 
On the second working day after the announcement of the new 
currency, a manufacturer at Erlangen stated that out of his 900 
workers, only one was sick. He had been accustomed to a sick- 
ness rate of about 15 per cent. On the third day, manufacturers 
at Nuremberg said that absence from factories from all causes had 
fallen from 48 or 20 per cent to 2 or 3 per cent. Makers of heavy 
engineering products, which could not be used for payment of 
wages in kind and were difficult things to barter with, had been 
starved of labour in the days of the cigarette currency ; within the 
first week of the new money, a manufacturer of heavy transformers 
and electric motors was getting a steady trickle of applicants for 
jobs. Works managers in many towns reported that timekeeping 
and works discipline had suddenly improved. 


Producers and traders had in the same moment become anxious 
to sell their goods. In a Westphalian town, men’s suits were 
seen in a shop-window for the first time since the fall of Hitler— 
for sale on July rst when the clothes ration comes into force. 
Housewives strolled down the streets gazing in astonishment at 
the shopwindows—at shoes, leather handbags, tools, perambu- 
lators, bicycles, cherries in baskets, young carrots tied in neat 
bundles. In the early morning, farmers had been seen making 
their unaccustomed way into town with produce for sale, a little 
uncertain what were the legal channels for selling it. In Diissel- 
dorf, the Land Ministry of Economics was considering a plan for 
cutting its staff by a third. Firms, worried about their bank 
balances, were thinking on the same lines, but were studying too 
how to increase production. At Gottingen and other overcrowded 
universities, students with wives and families were writing to 
former employers whom they had left for the career of student 
a year or two ago. Clearly the reform of the currency in the 
western zones is having painful effects for large numbers of 
people. But it is bringing out goods and making people anxious 


to work. It remains to be seen whether the work can be provided 
for them. 


The third currency reform law was put out on Saturday with 
one hitch, In Frankfurt, and perhaps elsewhere, the banks failed 
to deal with the queues before the law appeared. For eight hours, 


il 
therefore, some cool-headed men had the opportunity to unload 
m after the terms of conversion were known. This was the 


less fortunate as the amount convertible without inquisition was 
fixed at 5,000 marks instead of 3,000, as was at first expected. It 
could not do any decisive damage, and the whole operation was, 
as the surgeons say, successful. The patient’s recovery will now 
depend to some extent on the German authorities, to whom it is 
left to prepare detailed measures for the “ spreading of burdens.” 
They will be responsible for taxing capital assets and increments. 
They will have the first voice in industrial credit policy. Their 
task will require a difficult mixture of-imagination and _ self- 
restraint. 
+ . « 


Strike Tactics in Italy 


Recent strikes in northern Italy are like the first sparks that 
fly from a steel cutter. They have been struck by the Christian 
Democrat government’s attempt to tackle the appalling problem 
of surplus labour in industry. But they would have caused little 
alarm at this stage if the Communists had not determined to 
prevent workers being dismissed, however overloaded with 
labour employers may find themselves in a period of limited raw 
materials and sticky markets. This extra labour on their pay- 
rolls is a legacy of the liberation period, when dismissals. owing 
to lack of available work had to be forbidden if the unemployed 
were not to grow to vast numbers. Now, however Italian ex- 
ports are competing with those of other nations, and one of the 
contributory causes of high irdustrial costs is excessive staffing. 

There are over two million unemployed in Italy, and probably 
at least as many more redundantly employed. While the only 
long-term solution is increased emigration, Signor De Gasperi’s 
new government also recognises that a change—at least in interpret- 
ing the present labour laws—is essential for industrial health. 
Whatever is to be done needs courage, and it is for this reason 
that no government has dared to make a final move until now, 
when a strong and fresh mandate from the people has been 
obtained. Signor De Gasperi knows that the boldest measures 
are expected of him. 

From the point of view of local Communist tactics, these strikes 
represent the first major action since the electoral defeat last April. 
But orders to strike have undoubtedly come from the Cominform, 
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and they fit in with the main line of Communist policy as out~- 
lined by Pietro Secchia, Deputy General Secretary of the Italian 
Communist Party, in the Cominform journal on June 15th. He 
pointed out that the battle had reached a new and tougher phase. 
There must be “no concession to those who advocate ‘the worse 
things get, the better it will be for us,’ but a resolute struggle 
against the opportunist influences of Social Democracy.” In 
other words, war with the capitalists must be intensified, and 
revolution will be a method of carrying out policy. 

A notable new development in the tusssle between Communists 
and non-Communists within the Italian trade unions is the forma- 
tion on June 17th of an Independent Trade Union Alliance. This 
embraces Christian Democrat,. Right-wing Socialist, and Re- 
publican members, and has drawn up a seven point programme 
to fight the Communist policy of political strikes. For the ume 
being the Alliance will remain within the CGIL (Italian TUC). 
But its formation shows that the Communists will not get things 
all their own way with the workers. 


x x * 


Brussels Touch for Africa 


The Anglo-Belgian talks on colonial problems which ended 
this week in London have opened up yet another field for the 
practical co-operation envisaged in the Brussels Pact. No miracles 
such as doubling colonial production overnight have resulted, but 
officials of the Colonial Offices of both countries have met and 
prepared the way for continuous routine contact in future. As 
a method of co-operation it is sound and sure, though it is bound 
to seem humdrum to the hasty. 

The object of this co-operation between the Powers of the 
Brussels Pact is to make the relationship between the colonial 
departments of the five countries as close as the relationship now 
existing between different departments in one country. In other 
words, the head of the African section in the Colonial Office here 
should, when the need arises, consult his colleague in Brussels as 
readily as he now discusses problems with the Board of Trade or 
the Foreign Office. By this means co-operation becomes almost 
a matter of routine, stripped of the fuss and paraphernalia of 
diplomatic negotiations. The talks with Belgium and earlier talks 
with France have gone a long way towards bringing about this 
new relationship. 

The great danger of grandiose schemes for joint international 
projects in the colonies—and particularly in Africa—is that they 
foment charges of “super-exploitation” now prevalent among 
colonial peoples. The Africans see the European powers com- 
bining together to rob them of their land and their natural wealth. 
Political unrest follows, jeopardising the administration of the 
colonial governments and making the many benefits the Africans 
have received go sour on them. If such schemes had any real 
chance of producing quick returns there would be some purpose 
in the new imperialism. As they have in fact only the remotest 
chance of early success, it is senseless, as well as wrong, to incur 
the wrath of colonial nationalists by even suggesting them. 

The type of co-operation which Britain, France and Belgium 
are now arranging between themselves has no such purpese. Its 
aim is to improve the administration and services in the different 
colonies. Production may eventually increase, but it will be the 
result of Detter conditions and not of exploitation. 


* * * 


Old Answers on Civil Defence 


Lord Hall’s reply to a debate on civil defence in the House 
of Lords last week had some good new points as well as some 
bad old ones. He revealed that the Government’s policy for 
securing a balanced distribution of industry through the*country 
is watched and contributed to by advisers from the Air Ministry ; 
that the Civil Defence Committee has representatives of the 
Chiefs of Staff on it; that the battle of the Exchequer with the 
local authorities over the cost of civil defence has been joined 
after long preliminary skirmishing—as in 1938—and that a start 
will be made in training instructors next January. 

But to the major criticisms offered by the debate the Govern- 
ment spokesman had really no reply. Consultation with industry 
has not begun ; there is no sign that the civil defence service will 
get its own staff college and foothold in the Ministry of Defence ; 
and the tempo of organisation and research is not—to use Lord 
Bridgeman’s phrase—“ operational.” The chain of command in 
Whitehall still reflects the now out-dated assumption that civil 
defente is less important than the running of an army or an air 
force. That assumption is likely to continue so long as its 
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organisation is only one of the multifarious interests of the Home — 
Office, and so long as the Minister responsible is not a full member 
of the Defence Committee of the Cabinet. 

The stock reply to this argument—used again by Lord Hall— 
is that the Minister attends the meetings of the Committee “ when 
civil defence is discussed.” This reply reveals again the refusal 
to acknowledge, what members of the fighting services now admit, 
that there is hardly a single question of defence organisation or 
planning which is not affected by the capacity of this country to 
withstand air attack at short notice. The Opposition should 
continue to raise this point again and again. Until it is conceded, 
the subject will get neither the attention nor the priority that it 
deserves. It was pointed out in the debate that in the United 
States the recently formed civil defence department is under a 
Minister of Cabinet rank reporting directly to the Secretary of 
Defence, and it is known that this arrangement was decided on 
after a close study of British experience. 


Risks on Rail 


Last year, 121 people were killed in train accidents—the 
worst record since 1915. Sir Alan Mount’s annual report on 
this sorry year is detailed and candid. Between the wars, 32 
people on the average were killed in train accidents. How has 
it happened that the risk has increased four-fold during 1947 ? 
Inquiries into last year’s train accidents showed that the human 
factor accounted for most of the accidents and casualties. Eleven 
out of the thirteen accidents into which formal inquiry was 
made—they caused 98 out of the 110 deaths—might have been 
avoided by greater care and stricter attention to duty by the 
railwaymen immediately concerned. 

Last year was indeed a trying one for railway staffs, hampered 
by shortage of skilled operating men, poor coal and arrears of 
maintenance work. But Sir Alan finds the main cause in “a 
lessening of concentration” arising from unsettled times after 
the strain of six years of war. Lower physical fitness and slower 
mental reactions, he finds, have played their part in this lack of 
vigilance. Some of the accidents were caused by want of care 
or disregard of rules in fog working. But the report shows that 
three of last year’s train accidents, involving 35 fatalities, were due 
to the failure of drivers to obey semaphore signals, and it reopens 
the question—stressed in more than one of last year’s accident 
reports—of automatic train control, which would have prévented 
these disasters. A survey of accidents since 1912 shows that 
24 per cent of the fatalities of the past 36 years might have been 
saved by automatic train control, which protects the driver against 
failure to act upon signals by giving him audible warning and by 
applying the brake automatically if he does not acknowledge it. 

The simplest form of automatic train control has long been in 
operation on the high-speed lines of what, until the end of last 
year, was the Great Western Railway. In railway circles, there 
has always been argument whether this system was necessarily 
the best, and whether expenditure on other improvements, such 
as colour light signalling and track circuiting (a technical means 
of avoiding signalmen’s errors) might not be preferable to the 
development of automatic train control. Whether these con- 
troversies have disappeared with the nationalisation of the rail- 
ways is perhaps doubtful. But there are signs that railway 
officers are more single-minded than they used to be on the 
question of automatic train control. It was recommended by 
two committees, in 1922 and in 1930, and Sir Alan puts the cost | 
of the system at “hundreds” of pounds per track mile, com- 
pared with “several thousands” for colour light signalling and 
track-circuiting. The difference in cost is striking ; although the 
more expensive systems would hardly be justified in open country, 
automatic train control, as — accidents so largely showed, 
is valuable on all sections of running track. A fuller investi- 
gation of present costs and possibilities of installing automatic 
train control ¢ seems to be desirable. Meanwhile, the 
Chief Inspecting has made out a strong interim case. 


* * * 


Trade Unionism Run Mad 


The Wages Boards set up under the Catering Wages Act are 
gradually issuing their Orders fixing wages rates and conditions 
of service in the different sections of the very complex catering 
trades. Under pressure from the skilled ad of the trade 
wrioge comme, Wey coven: be diving oy very ule 
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At the.annual meeting of Gordon Hotels, Ltd., Major-General 
G. P. Dawnay gave some examples of the working of the Orders 
so far as hotels are concerned. It has been decided that over- 
time rates must be paid for any excess of hours worked over 
8 per day, not over 48 per week. In a hotel, which inevitably 
has slack days and busy days, such a rigid arrangement must 
inevitably lead to much overtime being paid, even when total 
hours worked are in fact low. General Dawnay estimates that 
in his company’s hotels, the result is to require over 25 per cent 
more pay for no more work.. Secondly, the new Orders prescribe 
heavy penalties when the hours of work are “ spread over ” a large 
part of the day—as is, of course, inevitable in a hotel. A worker 
whose basic wage is 16s. 4d..a day may, on a busy day at the 
weekend, have to be paid 51s. for the day “in spite of the fact 
that the total work done during the week does not exceed the 
statutory 48 hours, and that on the long weekend days the worker 
may have four or five hours completely off duty each day.” 
Thirdly, at Bank holidays, when every hotel worker expects to 
have to work hard, triple rates have to be paid. The 51s. men- 
tioned in the second example would become 75s. 9$d. (for one 
day’s work) if it were a a Bank -holiday. The chairman of 
another hotel company has given some even more fantastic ex- 
amples. In a small country hotel where no night staff is kept, 
the worker who opens the front door in answer to a ring after it 
has been closed for the night would have to be paid 2s. 1od. if 
it was after midnight and therefore an emergency. But if it 
happened before midnight the opening of the door would be 
reckoned part of the day’s work, would be subject to the over- 
time and “spread over” clauses and might therefore cost as 
much as 16s, 25d. 


x 


This is trade unionism run mad, and sanctified with the force 
of law. If the result were likely to be only a transfer of money 
from the pockets of hotel proprietors—or their customers—to 
those of their employees, it could be written off merely as one 
more example of the present day tendency to demand much 
more money for much less work. But in fact the result is likely 
to be a great falling-off in the standard of service in the British 
catering trades, already none too high. Staff will be instructed 
not to answer bells except at stated hours, meal times will become 
rigid, hotels will restrict themselves at Bank holiday times to the 
bare minimum of thei¢ legal obligations of service—that is, a glass 
of beer and a desiccated sandwich to boma fide travellers only. 
For those who want to prove that trade unionism means economic 
reaction, here is some magnificent evidence. 


It is doubly unfortunate that these disabilities should be forced 
on the hotel industry just at a time when a campaign is being 
waged to attract the tourist to this country. According to the 
annual report of the Travel Association, the tourist trade in 1947 
“ represented the largest single item of Britain’s export trade with 
America, and exceeded in value the export of any single manufac- 
tured commodity to the United States.” “It will, therefore,” the 
report concludes, “be more than ever necessary to redouble our 
efforts to attract visitors from’the Americas.” It would seem to 
be a case for a little planning or co-ordination between the Board 
of Trade and the Ministry of Labour—or just for common sense 
in the Wages Boards. 


x * * 


Warfare in Malaya 


The outbreak of Communist guerilla terrorism in Malaya has 
certainly been a carefully prepared and planned revolt. Yet it 
appears to have taken the authorities by surprise far more than 
it should have done. Malayan officials knew well that there were 
hidden away in the country large stocks of arms and ammunition, 
both from Japanese dumps and from supplies provided by SEAC 
to anti-Japanese guerillas during the war; they knew also, or 
should have known, that the Chinese Communist organisation was 
firmly established and was committed to a revolutionary line. 
But no serious steps seem to have been taken to deal with the 
situation until the organised killings had begun, and even now the 
local press shows the alarm of European residents at the Jack of 
any assurance that reinforcements for the small force available in 
Malaya have been. called for. 


There seems, indeed, to have been a return of Malayan official- 
dom to that peculiar complacency which was so characteristic of 
it before the war, when anybody who suggested taking precautions 
against a Japanese invasion was told that he was losing his nerve 
and had better take sick leave. The brave pooh-poohing of im- 
pending dangers is not so difficult for high officials, who in any 
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case will enjoy whatever police protection there is ; but it is quite 
another matter for a scattered European population who have to 
take the consequences of the campaign of violence carried on by 
roaming armed bands. There is nothing to show that there is 
anything like a national rising; the Malays seem to be taking no 
part in it at all, and. Chinese who adhere to the cause of the 
Kuomintang are as much targets for the Communist sub-machine- 
guns as the European planters, foresters and mining engineers. 

The rebels are said to number no more than §,000, but these 
are well organised, well armed and trained in guerilla tactics ; it 
will not be at all easy to round them up, and if order is not 
re-established quickly there will be a heavy draia on the finances 
of Malaya and prolonged disruption of its economic life—which 
it is an object of Communist policy to bring about. It would be 
far more economical in the long run to send immediately a strong 
force to Malaya and use it to make an end of the terrorism before 
it becomes a permanent institution. Even then military measures 
are not enough ; every effort must be made to enlist the active 
support of all elements of the population not involved in the 
revolt, and to remedy any genuine grievances which may have 
contributed to popular discontent. The Colonial Secretary would 
do well to make a trip by air to Kuala Lumpur and report directly 
to the Cabinet. 


* * * 


World Health Campaign 


Ethiopia has one native doctor to look after twelve million 
people ; Great Britain has 62,000 doctors to look after 46 million 
people. It is to create the permanent machinery whereby such 
discrepancies can be removed and all peoples everywhere can be 
given “the highest attainable standard of health ” that the World 
Health Organisation met at Geneva on June 24th. It is the first 
time that it has met as a fully-fledged specialised agency of Uno. 

The Interim Commission of the WHO was established nearly 
two years ago, after more than sixty nations had signed the consti- 
tution of the organisation at the United Nations International 
Health Conference at New York. In April, the twenty-sixth mem- 
ber state of the United Nations ratified the constitution, thereby 
making it possible for invitations to the first assembly to be sent 
to. 73 governments, eighteen United Nations specialised agencies 
and “non-governmental agencies, and the occupation authorities 
in Germany, Japan and Korea. 

The WHO is much more comprehensive, both in its aims and 
in the powers it possesses, than any of its predecessors in the 
field of international health co-operation, such as the Paris 
Office Internationale d’Hygiéne Publique and the Pan-American 
Sanitary Bureau. Their work was largely restricted to preventing 
the spread of infectious diseases ; they had no executive powers, 
but could only advise, collect and distribute technical information 
and act as liaison organisations between national health adminis- 
trations. The constitution of the WHO states that “health is a 
state of complete physical, mental and social well-being, and not 
merely the absence of disease and infirmity.” To make this con- 
ception of health a reality all over the world, the WHO is em- 
powered “to take all necessary action.” 

The lines upon which the WHO will work have already been 
laid down by the interim commission. It has created eleven 
expert committees for pioneering work in the control and pre- 
vention of disease, and has undertaken an extensive field services 
programme under which aid has been extended to fourteen coun- 
tries. The campaign against malaria—to take but one of the four 
priority programmes proposed for the WHO—has already been 
well begun by the interim commission. In Italy and Sicily, where 
during the war people thought that DDT meant domam 
dormiamo tranquilli (tomorrow we'll be able to sleep soundly), 
the commission has been carrying on the work begun by Unrra. 
As a result only thirty deaths from malaria were recorded during 
1947, compared with 250 in 1946 and 360 in 1945. In Greece, 
after the commission had last year sprayed about 65,c00 houses 
with DDT, the incidence of the disease dropped from as much 
as 80 to 85 per cent in some areas to as little as five per cent. 
The WHO proposes to carry on this campaign by promoting 
production and distribution of insecticides and drugs. and by 
collecting and distributing technical information. 

It is refreshing to note that Russia and its satellites have been 
thoroughly helpful in the work of the interim commission. It is 
to be hoped that this co-operation will be continued in every one 
of the forty-eight fields in which the WHO proposes to operate ; 
and, equally, that the. United States will nor allow groundless 
fears of the policy of the Organisation to deter it from making 
the great contribution which it undoubtedly could make. 


rae aman cata n oars SF 


14 


Beetle Cement—a product of B.I.P. 
research—enables barrels to be made 
more quickly from laminated staves. 











‘Roll out the barrel’ 
a new way 


For centuries barrel staves have 
been cut from solid oak. But 
_oak is scarce. Staves are now ie 
made of several thin layers 
of birch with oak face 
laminations, the whole 
being bonded with ‘Beetle’ \, 
Cement and pressed into \ 
shape. The staves have greater 
uniformity and don’t have to be 
shaped by steaming and bending. How- ~ 
ever plastics not only help the cooper. There's the tinker and 
tailor and anyone else who’s awake to quicker and better production 
methods. Our research and development men are constantly employed 


working out time and money-saving notions. Why not call them in? 


BRITISH INDUSTRIAL PLASTICS LIMITED 
I Argyll Street, W.1. 





HE NAME SPENCE IS A 
household word in the world 
of heavy chemicals. SPENCE 
dates back to 1846 and its 

chemicals have always been re- 
spected for their high and con- 
sistent quality. Recently some 
interesting new products have been 
introduced, including materials 
for pharmaceutical specialities. An 
abridged booklet will gladly be 
sent to you giving a brief survey of 
SPENCE products, including: 


Alum, Aluminium Sulphate, Aluminium 
Chloride, Aluminium Nitrate, Alumina 
White, Activated Alumina, Calcium 
Carbonate, Detergents, Pharmaceutical 
Alumina, Sodium Aluminate, 8ul- 
phuric Acid, Titanium salts, Silica, etc. 


SPENCE 
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THE PETROLEUM BOARD 


was dissolved on 30th June, 1948, but 
for the remainder of the year only POOL 
brands of motor spirit and of -other 


petroleum products will be on sale. 


ISSUED BY THE PETROLEUM BOARD 











948 


a4 


2&8 2g So ht 


HA 





lanufactured by n 

K & L STEELFOUNDERS & ENGINEERS LTD 
group ORTH, HERTS : 
oe Makers of the World’s best Mobile Cranes. t 


Beep is tevin 








, MAIR VET PAGTEDIEED COR UGGPGrUUUs EECEUP ESE UETSD ES TNO Cr maar 


* 
£ 
a 
ae 





THE ECONOMIST, July 3, 1948 


Colonel Lancaster’s Proposals 


With only a few weeks to go until the publication of the 
first annual report of the Coal Board the debate last week on its 
performance was necessarily unfruitful. Only Mr Gaitskell had 
a ardaiial facts and figures behind him ; the Opposition speakers, 
with the exception of Colonel Lancaster, wallowed in speculation 
and recrimination. Colonel Lancaster’s proposals were, however, 
shrewd and specific, and deserve careful consideration. 

The organisation of the Coal Board is over-centralised and 
top-heavy. A swollen headquarters staff creates its own labours 
instead of reducing those at the periphery ; like South American 
armies the proportion of generals to NCOs is hardly designed for 
efficiency. Colonel Lancaster outlined a new system of organisa- 
tion to overcome these difficulties. Instead of nine elaborate 
Divisional Boards reproducing the National Board in miniature, 
and controlling 49 areas, he proposed 30 Area Boards, each repre- 
senting a capital of £10 million to £15 million, with their own 
boards of management: These would be the real centres of 
organisation with full responsibility for their affairs. To ensure 
a free flow of information from areas to headquarters there would 
be four provincial centres, at which the chairmen of the Area 
Boards would meet regularly. Lastly, but by no means least, the 
staff of the Coal Board would be halved. The details of this 
scheme require more investigation, but the two main principles 
behind it deserve attention. The first is that the getting of coal 
is essentially a problem of Iccal management and responsibility 
must be devolved to the maximum extent consistent with central 
planning ; secondly, the Central Board’s functions should be 
limited to planning and the allocation of priorities. 


* * * 
Monopoly in Limbs 


Even before the new health service formally comes into being, 
an issue, small in itself but one that raises a principle of great 
importance, has arisen. Early this year, the Ministry of Health, 
appalled at the responsibilities imposed on it by the National 
Health Service Act, asked the Surgical Instruments Manufacturers’ 
Association for its co-operation in seeing that patients, entitled 


Letters to 


Truce in Palestine 


Sir,—You may care to know how Jewish opinion, which you 
would probably call “moderate,” reacts to the sort of article 
appearing in your June sth number, p. 988. The idea that the 
truncation of Israel by the excision of Upper Galilee and the 
Negeb offers the slightest basis of any negotiation with any Jews 
at all is entirely grotesque. deed, the whole comment rests 
on the arrogant assumption that the Arabs must be granted 
peacefully what they ignominiously failed to achieve in war. Since 
they do not recognise the November resolution and have put their 
trust in the arbitrament of military action, it is the results of that 
action which must be the starting point of discussion. 


As you know, the effects of Arab invasion of five armies for 
four weeks have yielded the following result: The State ot Israel 
is in possession of its entire territory, of the whole of Western 
Galilee and of Jaffa, of the new city of Jerusalem and of the 
greater part of the road between Jaffa and Jerusalem. 


In the circumstances, to persuade Israel to revert to the 
November 29th resolution will require a major diplomatic effort 
likely to succeed only if there is a genuine Arab attempt to recog- 
nise facts and to show some respect for the international award. 
Some weeks ago, the British press was. unanimous.in declaring 
that the basis for partition must be the de facto situation arising 
from ‘the Oey of. ay forces. No doubt they did so in 
the expectation that the de facto” position reached after Arab 
invasion would be more favourable to Arab interests than the 
terms of the November resolution. That is not the case. Even 
in the Negeb, Egyptian forces are operating exclusively in Arab- 
held eaniodees and even in that territory, their situation is becom- 
ing increasingly difficult and embarrassing. In the Jewish-assigned 
Negeb, there is no Egyptian foothold at all. In other words, if 
the November demarcation deviated from the true balance of 
force, it did not do so in favour of the Jews ; and Arab opinion 
may come to look back wistfully. to the genuine! qe pro-Arab 
elements of the November resolution which gave Arabs ‘a 
territory in advance of their military capacity to defend, a new 
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under the Act to free surgical app liances and artificial limbs, would 
obtain them, The Ministry pointed out that it had no organisa- 
tion of its own for carrying out its obligations, and that the help 
of private firms making appliances’ and limbs was therefore 
essential. Not long afterwards, however, the Ministry seems 
suddenly to have awoken to’ ihe fact that another Government 
Department, the Ministry of Pensions, has a large organisation 
for supplying artificial limbs to Service patients and to those 
civilian patients who are referred to it by the Ministry of Labour. 
Without further discussion, therefore, it appointed the Munistry 
of Pensions its agent for buying all appliances and limbs needed 
by health service patients. It was later announced, again without 
discussion, that all supplies of artificial limbs would be obtained 
from the contractors to the Ministry of Pensions. 

Three points of importance emerge from this decision. First, 
it is a matter of policy that ought never to have been decided 
without reference to the Central Health Services Advisory Council, 
and the fact that this body is only now being appointed does not 
justify the Ministry of Health’s precipitate action. Secondly, 
it flouts the principle of a patient’s free choice, for the Ministry 
of Pensions’ surgeon will presoribe the type of limb required, 
and must prescribe the model made by one contractor. Thirdly, 


.it establishes a very unhealthy monopoly in the production of 


limbs, for although the other limb-makers will still in theory 
have private trade, in practice under the health service this will 
be so small that it will not be worth their while to carry on. No 
one disputes that the limb supplied by the Ministry of Pensions 
contractor is a good one-or that the utmost care is taken to fit 
individual requirements—this was indeed the conclusion of the 
Cohen Committee in 1945. But the Committee also considered 
that limb-making and fitting was a process capable of infinite im- 
provement, and it is this ceaseless experimenting in new devices 
and designs that is now threatened. 

Recently: Mr Bevan told deaf people that it is easy for people 
to go on suffering if they suffer in silence. “You must make a 
row,” he said, “or no one will take any notice of you.” The 
twenty thousand maimed patients of one private limb-making 
firm which is being forced out of business have protested. most 
vociferously. Is Mr Bevan going to take any notice ? 


the kditor 


unit of Arab independence, and a system of economic and social 
union which went far to redress the balance in their favour. 
Surely it must appear obvious to any realist that you cannot 
wage a war of aggression, ignominiously lose that war, and then 
expect the fruits of victory. It is to live in a real wonderland to 
imagine the Jews giving up the entire Galilee and the entire 
Negeb, which they have held without major difficulty against the 
invaders. If they give up anything, it will be purely in accord- 
ance with the November resolution. Speaking as one of those 
most anxious for compromise and for an Arab-Jewish settlement, 


From The Economist of 1848 


Fuly 1, 1848 
CONSTITUENTS who regard and treat their members as “ mere 
acoustic tubes, through which their commands are blown to 
the legislative chamber,” and who endeavour to reduce them 
to this level, must be content to be served by an inferior order 
of men. No man fit to be a representative will submit to be 


a delegate. He will not choose to perform a service which 


might be as adequately performed by a letter, or a paid agent. 
He goes to Parliament as an,integral portion of the collective 
wisdom of the nation—to consult vai oe others how the welfare 
of the state may be best promoted ; and if he is worthy of 


this high position, he-will not allow himself to. be degraded 
into the minor and the medium of the changing passions, or 
the shallow caprites of any section of the people. If the 
people wish to be well and honestly served, they must be 
careful not to convert their service mte one which no man 
with a due regard to his own character can render. They 
must treat their representatives in such a ihanider as to render 
the es Po oe one of honour, not one of invidious, closely- 
laborious slavery. 


Otherwise they may rely upon 
it, the connexion will be sought Ties tae the vireo an 
incompetent, and the interested. tlemen,”: said Mr 


Burke, “ we must mot be peevish with who serve the 
people. For none will serve us while there is a court to 
feruc,-ste Shaee, whe ate of 3 Ey Hr one - 
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I must tell you that I personally would not remain ina room in 
which your line from Samakh to Majdal was even discussed.— 
Yours faithfuily, Ausrey S. EBAN 

Office of the Acting Representative to the United Nations, 

Provisional Government of Israel, 
16 East 66th Street, New York, N.Y. 

{Mr Eban begs more questions than could be answered in a 

page of type.—Epzrror.] 


Communism in South-East Asia 


Smr,—The article “ Communism in South-East Asia” appearing 
in the current edition of The Economist underlines the concern 
which is being felt with regard to Communist influence in the 
region. 

In that article, however, you describe the nationalist struggle 
in the East for independence-—especially in Indonesia—as being 
largely influenced by ideological and world-political considera- 
tions. You also say that Communist influence in Indonesia has 
prevented the success of solutions by negotiation with the Dutch. 

May I remind you that, from the very beginning, non- 
Communist nationalists such as Soekarno, Hatta, Sjahrir and 


Amir Sjarifoeddin have held the reins in Indonesia. Without . 


support from the outside world, they have imprisoned Communist 
insurgents such as Tan Malakka. 

It is to be regretted that these leaders have not been supported 
in their pursuit of a non-Communist, independent Indonesia by 
the Netherlands in particular, and by the West in general. 
Instead, the Netherlands policy has been, from the commence- 
ment, directed against the Republic, which it has attempted to 
dismember and dislocate—with the aim of creating chaos in 
Republican territory. 

One after the other, Sjahrir and Sjarifoeddin have been forced 
to resign as a result of the undue claims of the Netherlands 
Government. Hatta now remains, and if he, too, fails to arrive 
at a satisfactory agreement with the Dutch, it may be assumed 
that the non-Communist leaders of Indonesia have not succeeded 
in leading their people to independence. 

Note should be taken that in the recent Economic Conference 
the Republican application for associate membership was sup- 
ported by almost all Asiatic countries. Has this gesture of 
sympathy been made because the Republic. is “Communist 
made”? I hope that the West.will understand that. unless the 
nationalist demands of Eastern countries are satisfied, Com- 
munism will flourish. Communism should be combated by non- 
Communist strength in the country itself, supported by the 
Western countries. 

Western democracy should not attempt to combat Communism 
by oppressing the struggle for independence. If it does, in the 
long run it will be the West itself which will be harmed—Yours 
faithfully, O, SOETRISNO 

26, Hercourt Terrace, S.W.t0 


Coupons for Sale 


Sir,—Your recent article under this heading leads one to con- 
sider the general problem of rationing and whether it is still a 
merely temporary institution, as is usually supposed. There 
would seem to be art least two possible arguments indicating that 
some form of rationing is likely to remain as a permanent feature 
of the economy. 
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1. Since scarcity is a relative concept, there will presumably 


always be scarce goods. If the idea becomes widely accepted, — 


as seems at least possible, that scarce goods should not be rationed 
“by the purse,” then there will always be a case for rationing 
by law. 

2. The implications of full employment do not seem to me 
(speaking with some diffidence as one not really competent to 
analyse the matter) to be completely appreciated. The “new” 
economics has shown that unemployment is the result of the 
failure of demand to be effective enough to absorb all the available 
goods. Full employment on the other hand depends on the 
maintenance of a level of effective demand sufficient to consume 
ali the goods which can be placed on the market. It seems as 
though the high percentage of unemployment between the wars 
was part of the price paid to secure plenty in the shops, and that 
full employment implies chronic shortage (i.c., a high level of 
effective demand). This argument, of course, is not entirely 
separate from the first, but is of a more theoretical nature. 

The practical problem of abolishing rationing appears to depend 
on the answer to the question: When does a commodity cease 
to be scarce ? The answer must surely be an arbitrary one.— 
Yours faithfully, R. J. HeEATHORN 

29 Drummond Gardens, Epsom, Surrey 


Too Much Equality 


S1r,—The article “Too Much Equality ” in the June sth issue 
of The Economist recalls the following quotation from de Tocque- 
ville: — 

There is, in fact, a manly and lawful passion for equality that 
incites men to wish all to be powerful and honoured. This passion 
tends to elevate the humble to the rank of the great ; but there exists 
also in the human heart a depraved taste for equality, which impels 
the weak to attempt to lower the powerful to their own level and 
reduces men to prefer equality in slavery to inequality with freedom. 
Not that those nations whose social condition is democratic naturally 
despise liberty ; on the contrary, they have an instinctive love of it, 
But liberty is not the chief and constant object of their desires; 
equality is their idol: they make :apid and sudden efforts to obtain 
liberty and, if they miss their aim, resign themselves to their dis- 
appointment ; but nothing can satisfy them without equality, and 
they would rather perish than lose it.—Yours faithfully, 

J. M. BARKER 

20 North Wacker Drive, Chicago 6, Ill: 


The Supply of Capital 


Str,—As a maker of capital equipment for practically every 
industry, I have read with rather special interest your three 
articles on the need for increasing the rate at which such 
equipment is installed. 

Needless to say, I am in complete agreement with this vital 
necessity. On the other hand, if a policy of economic restric- 
tion is again pursued, as before the war, what possible incentive 
can there be for any one to install more efficient equipment to 
produce more, when more cannot be purchased? Had our 
monetary policy been so geared that the full resources of the 
nation were used instead of about 80 per cent, there is little 
doubt that engineering concerns could have greatly improved 
and increased the productive equipment of Britain —Yours faith- 
fully, ANTONY VICKERS. 

Hydraulic Coupling Patents Lid., 

Isleworth, Middx. 








“ Cholmondeley looks pleased 
with life!” 

“So he should—he’s had a 
grand lime at 
Burgh. Island” 
Guests can be met at 


Plymouth North Road Station 
Terms from £2 per day inclusive 


Burgh Island 
Hotel 


BIGBURY BAY, SOUTH DEVON 


Telegrams or Telephone: 
‘Bigbury-on-Sea 272 
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AMERICAN SURVEY 





The Republican Ticket 


(From: Our US 


HE international bankers,” the Chicago Tribune com- 

plained last Friday, “ have taken the Republican Party for 
the third successive time.” . The defeat of the Old Guard was, 
in fact, more decisive this year than in 1944. At that time 
Mr Dewey was saddled with Mr John Bricker to keep him 
company. Last week the attempts of the isolationists to capture 
the Vice-Presidency were shattered by the indignation of the 
delegates and the choice of Mr Warren, the Governor of Cali- 
fornia, was received with enthusiasm by the convention (except 
for a few neighbouring States now engaged in a private war 
with California) and by the press. 

In almost all respects Mr Dewey’s nomination for President 
was the result of careful playing of the game according to the 
accepted rules, with the significant addition of techniques— 
impossible before the days of radio—borrowed from Goebbels 
and the science of psychological warfare. The organising 
genius was Mr Herbert Brownell, a ruthless political scientist in 
a position where tradition expects the false bonhomie of a 
hard-drinking ward-heeler. Mr Brownell uses threats where 
Jim Farley would have used promises. There was, perhaps, 
some unconscious symbolism in the fact that refrigerators were 
given away in the Dewey headquarters—not cigars. 

One example will show his methods. It had been known, 
for some time, that. the: block in the Pennsylvania delegation 
controlled by Senator Martin would vote for Governor Dewey 
on the third, if not the second, ballot. The news that the 
Senator would withdraw from his “favourite son” position 
and come out for Mr Dewey in the first ballot would not, 
therefore, by itself, have made much stir or improved the New 
Yorker’s ultimate chances... But Mr Brownell made it a sensa- 
tion. He called a press conference on some unrelated subject 
and dropped. into his remarks the statement that “ You'll be 
surprised when you hear who’s going to make the nominating 
speech.” Then he left the kettle of rumour to. boil for a few 
hours to such effect that, when the Senator announced that he, 
Edward Martin of Pennsylvania, would nominate Mr Dewey, 
the news was accepted as a fresh triumph and the beginning of 
a rush to the bandwagon, 


* 


While the “ Dewey Blitz ” (as Messrs Stassen and Taft were 
careful to call it on Dall occasions) was going ruthlessly on to 
victory in the city, those. who attended Convention Hall were 
paying nostalgic tribute to the Loved Ones, It is the: function 
of a conservative oe to maintain a warm feeling for the past, 
but the Grand Old Party certainly gave exceptional evidence 
of attachment to the middle section of its name. Until late 
in the evening of the second day no reference was made to any 
Republican President except Abraham Lincoln and Theodore 
Roosevelt.. Then it was that the Speaker of the House, Joseph 
Martin, closing his speech with the stirring words: “In our 
maturity, with the help of God, let us greet the future,” turned 
to greet—-Herbert Hoover. 

Mr Hoover, as it turned out, provided the only glimmer of 
quality during the first three days—until Representative Judd 
made the nominating speech for Harold Stassen at two o’clock 
on Thursday morning. Mr Hoover’s appearance on the platform 
provoked the ack ee applause and he did what the mellow 
elder statesman of a party should do—he told his audience 
what they faced when coming into power and warned them that 
“If you follow the counsel of those who believe that politics is 
only a game to: be played for personal advantage, you are 

your time and effort.” The election and the Demo- 
Cradle (except once—in an approving phrase) were never 


Editorial Staff) 


mentioned in his speech, which dragged the whole proceedings 
out of the squalor in which they had settled. 

Before Mr Hoover, in speech after speech there had been 
nothing but unoriginal attack on the New Deal, or Harry 
Hopkins, or Franklin Roosevelt (by implication rather than by 
name—and by some remarkably ineffective attempts at mimi- 
cry), on Mr Truman’s off-the-cuff comment “I like Old Joe” 
and on the Communist-inspiration of the Democratic Party. 
There were no verbal infidelities to be spotted. Never once 
was a noun found in bed with an adjective to which it had not 
been married for centuries, Foundations were ‘firm, solidarity 
unshakable ; partisanship was narrow—and there was no place 
for it; taxes were oppressive, unemployment was chronic and 
the fringe was lunatic. 

The crudity of the circus showmanship of the meetings in 
the Hall, inevitable to some extent with such masses of men, 
was heightened by the concentrated candlepower of the 
mammoth searchlights (five on each side of the hall) and the 
battery of floodlights above and to the front of the platform 
which the newsreels and television demand. This was the 
first convention followed, on television, by the public as far 
west as Chicago and the effect on the speakers was not edify- 
ing. They neglected their immediate audience, the delegates 
they had supposedly come to impress, in favour of the unseen, 
but larger, audience which television gave them. They spoke to 
the cameras, dressed for the cameras and gestured to the 
cameras. Governor Green even spent a week experimenting 
with make-up for the cameras. In the end, when he was 
temporary chairman, he gave the queer impression of being, 
not the chairman of a convention, but a popular film actor 
playing the part of chairman. He used the gavel to provide 
action for the watchers—not. to bring the meeting to order. 
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To go from Convention Hall—where experienced observers 
were shaking their heads and beginning to remark that, if this 
went on, the Democrats could win after all—into the hotels in 
the city was to leave dreamland for a more tangible world. 
Nostalgia for the Hooverian period was certainly indicated 
in the sign at Mr. Taft’s headquarters urging delegates to 
“ save what’s Left, with Taft” (though it may be pardonably 
assumed that they meant to save what’s right) but the Senator 
himself would have seemed (and been considered by. the 
National Committee) a dangerous revolutionary had he gone 
to the Hall and expressed his ideas. Though his machine, sur- 
prisingly enough, turned out to be inefficient and the vulgarity 
of the displays out of keeping with the candidate’s personality, 
Senator Taft’s own dignity and character were most impressive. 
There were many who, though never before in sympathy with 
his policies, began to hope that he could somehow defeat the 
inhuman efficiency of the Dewey machine. 

Mr Stassen. emerged from the convention a bigger man 
than he went into it. During the gruelling five days he seemed 
to resolve the doubts which had ruined the later stages of his 
campaign. His following was young and idealistic. The minor 
demonstrations at his hotel headquarters and the major effort 
at the Convention Hall when his name was put in nomination 
had much of the atmosphere of a college football game.. The 
boos. from the gallery that greeted the placing of Mr Dewey’s 
name in nomination, the tears and cries of “No” at the motion, 
a day later, for his nomination to be made unanimous, and the 


applause that greeted Kaneda Judd’s. ni oes Prt 
for Mr Stassen showed the fervour of his support, whic 
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a quality usually reserved for third-party candidates (Mr 
La Follete in 1924 and Mr Wallace this year, for example) and 
not seen in a major party since the days of Woodrow Wilson. 
It was Mr Stassen’s duty to see that his supporters were not 
disillusioned and that they kept their ideals intact. .He 
succeeded. He was the most wooed man of the convention. 
Every other candidate was trying to buy him with the Vice- 
Presidency, but he remained unbought. . He was so afraid that 
he would be suspected of a deal that he refused Mr Dewey’s 
support for the second post even after the Presidential nomina- 
tion had been made. 

All conventions are founded on geography, physical and 
economic. They exist to permit the necessary brokerage among 
regions and interests. In the prayers that open, the singers 
that entertain, and the speakers that address the convention, 
there is proportional representation of denomination, race, sex 
and residence. And, in the choice of a Vice-Presidential candi- 
date to run with a New Yorker, only the Middle and Far West 
could be considered. The Middle West offered (apart from 
Mr Stassen) a variety of isolationists—all willing and eager— 
some of whom believed themselves to be the holders of firm 
promises. But an isolationist would only have weakened the 
ticket. Mr Dewey wanted it strengthened. Only Mr Stassen 
or Mr Warren could do that. In the end Mr Warren was 
persuaded on the understanding that he would be given a real 
job. He will bring the votes of many independents who would 
have been scared away by a Dewey-Halleck or Dewey-Bricker 
combination. 

Mr Dewey’s international position will be subjected to some 
strains. With Mr John Foster Dulles at the State Department 
and Senator Vandenberg still Chairman of the Foreign Rela- 
tions Committee, continuity of foreign policy should be assured. 
But Senator Martin must be repaid for his timely renunciation 
and Senator Martin is the representative of the Grundy faction 
in Pennsylvania politics, the strongest high-tariff group in the 
country. The party platform throws no light on the subject. 
For all the excellent work put in by Senator Lodge, it finished 
up with enough escape clauses to allow almost any policy to 
find justification in its pages, even if, unlike party platforms 
in the past, it is taken seriously. But Mr Dewey has been 
moving steadily over the past five years—ever since his speech 
at the Governors’ Conference at Mackinac Island—away from 
isolationism and he is an able enough politician to realise as 
well that it has no political future. 

If Mr Dewey is elected, his administration will be efficient— 
even ruthlessly efficient. If its intentions are less liberal than 
those of Mr Truman, they will certainly be more predictable. 
Policy will not change on the advice of the last caller and pro- 
grammes will not be thrown wistfully on the waters of Con- 
gress—never to return. The new birth of the Republican 
Party, for which some hoped, the return to the ideals of Lincoln, 
has not taken place. Equally, the party has not, as it might 
easily have done, and as the Old Guard would have had it do, 
committed suicide by choosing a Bricker or a Joe Martin to 
lead it, if elected, to destruction. Mr Dewey will solidify and 
strengthen the party without taking it into any new paths. In 
eight years’ time, presuming that he has a second term, he will 
be able to hand it on in good shape to his successor. 


Monopolies and Movies 


[FROM A CORRESPONDENT IN CALIFORNIA] 


THE judgments recently delivered by the Supreme Court, con- 
demning the selling activities and ices of the major motion 
picture companies, are likely to lead to a new set of manceuvres 
in the rearguard action that those companies have now been 
fighting for more than ten years. The more optimistic of the 
interests likely to profit by these decisions—the independent 
theatre owners—are iming some of the fruits of vic- 
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The eight companies under attack have not all been found 
equally guilty of the monopolistic activities with which they 
have been but the degree of their guilt seems roughly 
to be measured by the extent of their theatre holdings and leads 
to the cynical conclusion that the suspect operations vary in 
direct ratio with the opportunity to indulge in them. 

Of the 18,000 cinema theatres in the United States, 17 per 
cent are owned, either wholly or in part, by one or other of the 
Big Five—Paramount, Loews, (Warner Brothers, Twentieth- 
Century-Fox or RKO. Superficially this seems to be a reason- 
able percentage ; but when the earnings of these 3,000 theatres 
are revealed as accounting for at least 45 per cent of the 

box-office take, it seems clear 
of the size and modernity of the “trust” theatres cannot 
account for the discrepancy between their earning ability and 
that of those that are independently owned. The Supreme 
Court has borne out this reasoning by its finding that the inde- 
pendent exhibitors have been the victims of “ discriminatory 
practices and predatory activities.” 

The recent decisions seem likely to affect the position and 
policy of the major companies in two distinct ways. First, a 
succession of civil actions is threatened by independent theatré 
owners who claim to have been adversely affected by the mono- 
polistic activities of the Big Five. Under the Sherman Act 
a successful plaintiff can recover exemplary damages and, in 
one of the decisions upheld by the Supreme Court, damages 
of $375,000 were awarded to an independent exhibitor who had 
proved loss of only $125,000. There are said to be some sixty 
such actions already filed, in one of which damages to the tune 
of $8,000,000 are being claimed. Under the stimulus of the 
Supreme Court decisions, it is probable that this is only the 
beginning of a nation-wide series of such suits, although each 
action will have to be decided on the basis of the particular 
monopolistic practices alleged to be prevalent in the particular 
Federal District in which the case is brought. Though the 
sums thus involved may become enormous, it is not too much 
to suppose that the major companies have been forewarned for 
some time of the penalties which they might possibly incur and 
have made suitable appropriations to reserve. 


* 


Much more important, however, both structurally and from 
the point of view of policy, is the forthcoming clash between the 
Department of Justice and the major companies. By a judicial 
procedure available to a party charged under the Anti-trust 
Act, he can put forward a scheme of corporate re-organisation 
which will, he claims, cure his corporate structure of its guilt. 
The proceedings then become something of a bargaining match 
between the defendant and the Department of Justice, with the 
judge acting in some sense as arbitrator. This procedure of the 
“consent decree,” which has been frequently employed by the 
motion picture companies, leads as can be imagined to almost 
infinite variations on the themes of what stock-holding consti- 
tutes control and what degree of control constitutes monopoly. 
It is in this direction that the ingenuity of the def ts’ 
lawyers, both in court and in the exercise of corporate wiles 
and devices, has been successful in delaying the final issue and 
seems likely to continue that success. 

The fruits of such bargains have been under fire in the 
Supreme Court, and, indeed, one of the appellate decisions 
recently delivered, which returns a crucial case to the court of 
first instance for what amounts to a retrial, contains the phrase, 
“The District Court should be allowed to make an entirely 
fresh start on the whole of the problem” in order to pave the 


way “for a more effective decree”; to which the exhausted 


‘**AMERICAN SURVEY ”’ is drawn from three 
sources, Articles described as ‘‘ From Our US Editorial 
Staff’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
Correspondent *’ or ‘‘ From a Correspondent in Ohio *’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 
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layman is apt to exclaim “ This seems to be where I came.in, ten 
WOE, Ms has, . 

It seems, therefore, that the independent theatre owners are 
premature in hailing these judgments as the break-up of the 
theatre circuits. A valuable delay has been won by the more 
powerful interests, although during the interim there will, no 
doubt, be many real attempts to reform selling practices to 
avoid allegations of conspiracy and to direct theatre holdings 
into entities more remote from the parent companies. 

While the main basis of the attack on the major companies 
has been that they conspired with each other in restraint of trade, 
they are individually under fire as perfect examples of the type 
of vertical trust at which the Sherman Act is specifically aimed. 
The five principal defenders each combine within themselves 
the functions of producer, distributor and exhibitor or, more 
explicitly, of manufacturer, wholesaler and retailer. Of the 
three remaining defendants, Universal and Columbia are pro- 
ducers and distributors, while United Artists are distributors 
alone. * 

It is only the combination of the functions of distributor and 
exhibitor that has been severely attacked by the Department of 
Justice: for while it is easy to imagine how a corporation, in its 
function as a distributor of motion pictures, can come to terms 
with itself in its function as an exhibitor, to the exclusion or 
detriment of third parties, in the production field, where such 
imponderables as stories, star values and artistic merit may come 
to be assessed, charges of unfair and discriminatory practices 
are much harder to substantiate. The independent producers 


have even slighter grounds for counting on judicial relief than 


the independent exhibitors. 

At the time of the imposition of the British duty, the true 
independent producer, distributing in most instances through 
United Artists, was already in a bad way. His enforced and 
reluctant refusal to permit the distribution of his product in 
Britain as some sort of reprisal against the duty looked like his 
coup de grace. Since then, the Johnston-Wilson Agreement, 
although hailed as a green light to independent production, has 
done nothing to improve his position, nor does it seem likely that 
the recent decisions will set these wheels turning once more. 

Since even the major producing companies, in their more 
relaxed moments, admit that the competitive stimulus of a healthy 
independent industry is required, there is a general feeling of 
regret in Hollywood that the Department of Justice, however 
difficult the task, did not focus some of its attention on the 
monopolistic tendencies which are alleged to have stifled indi- 
vidualism in production. 


American Notes 
No Strike in Coal 


The industrial weather seems to be set fair for the Democratic 
Convention and the election campaign. Judge Goldsborough’s 
blessing for the miners’ pension plan sought by Mr Lewis cleared 
the way at once for a new soft coal contract and relieved the 
Administration of the disagreeable necessity of seeking yet one 
more injunction against Mr Lewis under the Taft-Hartley Act, 
which Mr Truman attempted, unavailingly, to veto. A welfare 
fund of $40 million has been accumulated from royalty payments 
under the 1947 contract, but Mr Lewis and the owners have 
never reached agreement on the size of the pension and eligibility 
requirements. This was the cause of the strike earlier this year, 
which was called off when Senator Bridges was appointed a trustee 
of the welfare fund and supported Mr Lewis’s plan. But the 
mineowners, through their representative among the three trustees, 
have been fighting a rearguard action against paying pensions on 
the scale endorsed by Senator Bridges and Mr Lewis. 

Judge Goldsborough not only found that the Bridges-Lewis 
plan did not contravene the Taft-Hartley Act, as urged by Mr Van 
Horn, the trustee appointed by the coalowners ; he also ruled that 
expenditures from the fund could be initiated by two of the three 
trustees, waved aside actuarial considerations, and approved the 
granting of $100 a month pensions to miners, who, at 62, had spent 
20 years in the mines, even if they were no longer employees of 
the coal companies. 

A court victory for Mr Lewis is a novelty, but in this instance 
it will not be begrudged. In a country where Government old 
‘age pensions are still in the rudimentary stage, the justice of the 
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demand for private old age security in a dangerous, essential, and 
dirty occupation is widely conceded, however much it may be 
regretted that it consolidates Mr Lewis’s labour empire. 

But if the contract signed last week seals Mr Lewis’s victory, it 
also supports the owners’ contention that the present contribu- 
tions are insufficient to finance his ambitious welfare plans. In 
addition to a wage increase of 2} cents an hour, or $1 a day, the 
owners’ royalty payments to the welfare fund are increased from 
IO to 20 cents a ton; and it is thought that the replacement of 
the “negative” Mr Van Horn may also form part of the settle- 
ment. The steel companies with “ captive ” coal mines concurred 
with special reluctance, in view of their hopes of avoiding any 
wage increases in steel. It is estimated that the settlement will 
add 40 to 50 cents a ton to the cost of coal, an annual total of $225 
million. 

The surrender to the third round of wage increases and the 
inevitable ensuing price increases is now virtually complete. The 
railroads are still technically being run by the Army, but there 
are rumours of a face-saving device to settle the second-round 
dispute which prompted Government control, and of the manage- 
ments’ resignation to even further rises. The other major dis- 
pute, the maritime strike, which is frozen by an 80-day injunction, 
may prove more intractable, for the union hiring halls, which 
come under the Taft-Hartley ban on the closed shop, are widely 
considered to be indispensable to stable industrial relations and 
union security in the shipping industry. 


* * * 


Half-Open Door for DPs 


After two years of prompting, Congress at last has opened 
the immigration door a crack, to admit 205,000 DPs in the next 
two years. This is a victory for the men of good will who have 
worked night and day to offer the traditional American haven to 
Europe’s homeless ; it is a belated atonement for the failure even 
to debate the Stratton Bill last year. 

But the victory has been achieved at a heavy price. The com- 
promise between the restrictive Senate Bill and the liberal House 
measure has come down so heavily on the side of the Senate that 
four of the conferees refused to sign, and two only did so reluc- 
tantly. The Stratton Bill set 400,000 as America’s fair share of 
the dispossessed. ‘The total now to be admitted is made up of 
200,000 DPs who were in Allied camps not later than Decem- 
ber 22, 1945, 2,000 anti-Communist Czech refugees, and up to 
3,000 European orphans under 16. In addition, 15,000 aliens 
already in the United States before: April, 1948, will be allowed 
to stay permanently, but Congress must pass on each case. 

The restrictions in the Senate version which only Ughtly veiled 
anti-Jewish and anti-Catholic prejudice have all survived, though 
they have been somewhat eased. The end date of December, 
1945, bars the entry of the 10,000 to 15,000 Jews who fled from 
Polish pogroms in 1946. At least 30 per cent of the DPs to be 
admitted must be agricultural labourers, and at least 40 per cent 
must come from countries annexed by a foreign Power, that is 
the Baltic countries. Half of the regular German and Austrian 
quotas are set aside for the Volksdeutsche, nationals. of Poland, 
Hungary, Czechoslovakia, Rumania, and Jugoslavia who are of 
German blood. Further priority is given to construction, 
domestic, clothing, and garment workers, but they must displace 
no American from his home or his job. Rigid sifting will ensure 
that no Communists slip through. The only Liberal provision 
which survived allows the number of unfilled places in the first 
year to be carried forward into the next, but future immigration 
quotas will be heavily mortgaged to meet the present emergency. 
It has to be recognised that the call of humanity might have gone 
unheeded if there had not been a pressing need to replenish the 
vanishing farm population of the Middle West. But when to the 
specific restrictions of the Act are added the technical require- 
ments with which all American immigrants must comply, it may 
not be very much easier for a Displaced Person to enter the United 
States than for a camel to go through the needle’s eye. 


* * * 


Mr Ploeser’s Steel Surprise 


The discovery that the Selective Service Bill, as finally 
passed, gave the Administration power to allocate steel for defence 
orders (as well as the authority to force industry to accept such 
orders, which has always been included in “draft” legislation) 
confirmed the impression that Congress was too dazed to know 
what it was doing in its rush for adjournment. It is difficult to 
judge who was more taken aback: the Congressmen who had 
consistently denied the need for compulsory allocations, the Presi- 
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dent who had as consistently demanded them, the industrialists 
who had almost forgotten their earlier fears that the defence pro- 
gramme would necessitate such allocations, or Representative 
Ploeser, who had proposed the amendment. He had intended 
only to assure steel supplies for small businessmen who wanted 
to undertake defence contracts, and was as surprised as everyone 
else when it was pointed out that this amendment applied to steel 
for all defence requirements. Indeed, these innocent professions 
of ignorance arouse a suspicion that the amendment was designed 
not as a magnet for the votes of smal] businessmen, but as a 
mine under the President’s attack on Congress for refusing him 
the powers which, according to his assertion, are essential. For 
this reason, Mr Ploeser’s gift horse may not be entirely welcome 
to the Administration, but at least its mouth bears looking into ; 
its teeth are available for immediate use, while the President has 
asked only for stand-by authority. 

Industry soon recovered from the discovery that its Congres- 
sional watchdog was not only asleep but treacherous—Mr Ploeser 
is a Republican, Rallied by cries of “ red tape” and justified by 
wartime experience, businessmen are indignantly insisting that if 
steel is allocated, allocation of other scarce metals will inevitably 
follow, and that Mr Ploese: has left the term “ defence contract ” 
open to wide interpretation. He has also left the duty of deciding 
when allocations are necessary to the Defence Department, whose 
ideas of necessity have always inclined to exaggeration. Industry 
may come to regret that the civilian National Security Resources 
Board has not been given more encouragement in the preparation 
of plans for industrial mobilisation. 

In practice, a situation may well arise in which industrialists, 
unwilling to use for defence orders the steel which is so difficult 
to obtain, may press the Administration to open Mr Ploeser’s 
surprise package, instead of leaving it on the shelf, as the 
Administration seems prepared to do, at least until the defence 
programme is expanded further. The knowledge that it is there 
will not be without its effect, and for the moment there is said to 
be sufficient steel for military purposes. Mr Ploeser may also be 
responsible for future friction between the Departments of 
Defence and of Commerce, since compulsory allocations for 
defence may interfere with the latter’s schemes for ensuring steel 
supplies for certain categories of essential goods, such as freight 
cars, housing and atomic energy requirements. These voluntary 
allocations were authorised by Congress last year and, ironically 
enough, have just begun to get going, after much delay. But 
Congress has also chosen this moment to decree that they must 
terminate on March 15th, although steel supplies are expected to 
remain short for at least a year, in spite of a current production 
rate of nearly 90 million tons a year. 


* * * 


Farm Stop-Gap 


Price guarantees to the farmer are one aspect of the New 
Deal which the Republicans, in an election year, have no desire 
to liquidate. Agricultural prices are still so high, in most cases, 
as to make the question of government support appear academic, 
but after President Truman’s. taunts it was politically unthink- 
able to allow the war guarantees to lapse, without putting any- 
thing in their place. The deadlock between the House and 
the Senate seemed almost insoluble until the very last hours of 
the session, but the weary conferees were sent back four times 
until they produced an agreed version. The Aiken Bill, which 
the Senate had passed, would have initiated a retreat to a some- 
what lower level of guaranteed prices and a revision of the whole 
system. The House, every member of which is up for re-election 
this year, is much more sensitive to controversial reforms, and 
was determined merely to extend, with slight alterations, the 
generous wartime supports .inherited from the Democrats. 

The conferees eventually broke the deadlock by accepting both 
proposals. When the present system expires at the end of this 
year, price supports at 90 per cent of parity will be extended for 
another twelve months with the single change that supports for 
perishable commodities may be reduced to 60 per cent of parity. 
At the beginning of 1950, there will come into effect Senator 
Aiken’s proposals to modernise the concept of parity and to 
stabilise the farmer’s income by relating the level of support to 
the size of the crop, (These provisions were discussed in detail 
in a Note in The Economist of June 5, 1948.) 

The Republicans will point to this synthetic Bill as proof that 
they have been able to combine two overriding and not always 
harmonious requirements of any farm programme: present assur 
ances to the farmers which will produce both the votes the Re- 
publicans want and the food the world needs, with a n 
that in the near future (though not before the election re 
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are in) the parity system must be overhauled, at some pain to 
some farmers, to avoid a permanent freezing of production in 
an antiquated pattern and to prevent the government from being 
involved in catastrophically large liabilities when prices fall. In 
fact, the inclusion of the Senate proposals is viewed more as a 
political compromise than a firm commitment; the House, by 
postponing their effective date, has reserved the right to amend 
them, and has gambled instead that there will be no sweeping 
declines in food prices before 1950. A farmer in the polling booth 
in 1948 is worth two tax-payers in opposition in 1950. 

But even the Aiken proposals mark a great increase in the 
guarantees extended to farmers by the New Deal before the war 
and once thought revolutionary. To take into account the past 
ten years of farm prices in determining parity will weight the 
whole concept even more heavily in the farmers’ favour. A hungry 
postwar world has no reason to regret the bargain whereby the 
Roosevelt Administration extended the wartime level of farm 
price supports for two years after the end of hostilities in return 
for the farm lobby’s support of the Price Control Act. But it is 
an odd reflection that the Republicans, who have eliminated every 
trace of controls, are gladly continuing to pay the price of their 
acceptance. 

* * * 


End of the Nickel Fare 


For many years New York City boasted that its Under- 
ground system provided the longest ride in the world for five 
cents. (The terrors of the rush-hour, which make it the world’s 
most uncomfortable ride, are Jess advertised.) The five-cent fare 
was part of Tammany’s legacy to the city; it was implied that 
New Yorkers were getting something for nothing, like free 
coal and blankets and picnics, and for years opposition to the 
five-cent fare has been regarded as equivalent to political suicide. 

But today Tammany has lost its teeth, and the five-cent fare 
has become an intolerable burden on the city’s finances. Even in 
the old days, with the interest charges on the purchase price of 
the lines being met by the city budget, the cheap five-cent fare 
was an illusion. But the situation was bearable as long as the 
public’s nickels paid the operating costs. In 1946, however, 
the nickel could no longer be stretched to cover operating 
expenses constantly being expanded by new wage demands. 
The city had to take over an operating, as well as a capital, 
deficit. Without an increased fare next year the city would have 
had to allocate $51 million at least to the operating deficit alone. 

Mayor O’Dwyex decided to take the bull by the horns by 
raising the fare to ten cents on July rst. If New Yorkers 
must now pay ten cents for a five-cent ride, it is no bad 
measure of inflation. (The real cost of the ride is nearer 12 cents.) 
For the city government is as much a victim of inflation as any of 
its citizens. Despite a billion dollar budget, larger than those of 
many sovereign states, the wealthiest city in the world is pinched 
to tind the funds to maintain its hospitals, sanitary services, 
libraries and schools. There is, of course, a rising standard of 
the services a great city should supply, but the cost of providing 
them has also risen sharply. City employees demand and need 
higher wages. Mayor O’Dwyer has taken a long overdue step 
towards a “New Look” in New York City’s government. 


Shorter Notes 


The New York rere PM has now been taken over from 
Mr Marshall Field by Bartley Crum and Mr Joseph Barnes, 
who were first associated as supporters of Mr Wendell Willkie. Mr 


gressive Citizens of America when they endorsed Mr Henry 
Wallace as Presidential candidate ; he was a member of the Anglo- 
Commissi iry on Palestine. Mr Barnes was 


American on of Inquiry 
foreign editor of the New York Herald-Tribune. Their declared | 


purpose is to produce a paper which gives honest news, is good 
to read and gives “a daily reminder of our own strength to all of 
us who believe that American is worth fighting for.” It 


is to be a morning paper and will be called the New York Star. 
* 


The value of United States i 
$524,700,000 from the March total of $6 
ed by $19.4 million to $1,111 


coal were among the exports. which ' 
during the first four months of the year, imports were coming in 
at an annual rate of 21 per cent above that of last year, 


in April to 
most seriously affected by the April in imports were rubber, — 
wool, coffee, cocoa, sugat, wood pulp and copper, while cotton — 
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THE WORLD OVERSEAS 





Berliners Carry On 


(From our Special Correspondent) 


Re today has the air of urgency and resolution and the 
sense of taking part in decisive events that are missed so 
badly in Frankfurt and Diisseldorf. Mr Bevin in the Commons 
on Wednesday praised Berlin in terms which, three years ago, 
would have been inconceivable ; but to have been there in the 
past critical week is to feel that his praise was not overdone. 
In Berlin people are not complacent about the threat under which 
they live. It confronts them at too close quarters. But neither 
are they disposed to yield to it. 

Ten days ago, on June 23rd, industrial wages fell due and could 
not be paid, for it was then that the Soviet authorities called in 
the currency. At the beginning of this week the confusion of 
opposite currencies was still such that the managements were 
quite doubtful about being able to pay their workers during the 
week. The obligation to stand in endless queues at the banks 
and currency issue offices was another fact tending to keep people 
away from work. Indeed, it became known that different con- 
version rates from the old mark to the new Eastern mark might 
be obtained at different issue offices, and that the arrangements at 
each office changed from day to day. The most profitable way to 
employ time was therefore not to work but to go round from one 
issue Office to the next; some firms sent their cashier out to 
reconnoitre and exploit any inconsistencies, and some individuals 
naturally did the same. But most of them went to work in spite 
of the currency war, in spite of the power cuts and the cessation 
of coal supplies, and in spite of the utter uncertainty of the 
course which politics and public finance would take in Berlin for 
the next twenty-four hours. 

Beyond these uncertainties was the further doubt about food 
supplies: if the Soviet blockade of the Western sectors continued, 
how long would it be before the food ran out ? What could the 
Western Allies do so that they would not have to leave Berlin 
in the lurch ? The average worker knew no answer to questions 
of this kind, which were, indeed, questions to which nobody could 
give him an answer. But he still went to work. By Monday it 
was supposed among many officials (Germans and Allied) that 
industry in the Western sectors of Berlin had come to a general 
standstill, but in this they were wrong. It was a natural supposi- 
tion ; there seemed, in the circumstances, nothing else that could 
happen. One electrical equipment factory in Western Berlin on 
Monday had half of its usual power supply cut off ; with the other 
half, maintained in the face of difficulty by careful planning by 
the city administration, the factory was keeping up considerably 
more than half of its normal production, Testing of finished 

s and other activities which could be postponed until a 
ater day were suspended, but the lathes continued to turn. 
Another big factory in the same district (because it was not on 
a separate circuit from the surrounding quarter) was totally 
deprived of power, but this too did not stop working. While half 
the employees were out queuing for their new currency, the re- 
maining half carried on with such hand labour as could be used, 
processes being reorganised to concentrate on work that could 
be done without power. 


Total Reliance on the West 


To see a great mechanised factory with its machines silent and 
its workers carrying on is a strange experience. One saw and 
felt in the workshops a grim cheerfulness, a determined calm, a 
unanimity of feeling, that recalled nothing so closely as the 
population of London at its best during the German bombings. 
Work in these circumstances was not a routine, but a demonstra- 
tion. And, indeed, the management and works council of the 
factory made this clear by the plans they were preparing for the 
coming . Productive work could not be maintained in- 
definitely without power, but in the once great electrical industry 
of Berlin there is always room, nowadays, for clearance and re- 
construction ;.the left by the war, and the greater damage 

Russian dismantling before the Western 

j in, left a task of almost inestimable dimensions. 

In so far as the torn and littered workshops have already been 


cleared and restored, it has had to be done for the most part by 
hand. So has the piecing together of old and damaged machines 
on which Berlin industry has depended for its revived production. 

If, therefore, industrial power remains cut off over a long 
period, the Berliners propose to concentrate on clearance and on 
the general effort to restore productive capacity for the future. 
All this implies a total reliance on the determination and ability 
of the Western Allies to stay in Berlin. That reliance underlies 
the whole Berlin scene today. It is the more impressive since 
these ple do not seem to entertain any illusions about the 
difficulties of the Allied situation; they make the assumption 
because they see no other on which to ast. They are, therefore, 
and deliberately, compromising themselves utterly with the 
Western cause, 

A big industrial enterprise with several factories, carrying on 
in these conditions, last week formed an emergency finance com- 
mittee which meets every morning at eight. It considers what 
cash it will need to carry the group through the day, and decides 
on ways of drawing that amount of money and no more. In the 
early days of this week the relation between the Eastern money 
and the Western: money was still shifting and uncertain, and the 
only course seemed to be to wait and see. It was already clear 
that the new Eastern money was scarcely less inflated than the 
old, and that the exchange position of the Deutschemark was 
strong. What was not clear about the Deutschemark was how it 
was to be kept in circulation at all. Only a limited amount of 
the Western money had been brought to Berlin, and in view of 
the Western determination not to allow it to become inflated, 
only a limited amount could be brought. Its appreciation in 
terms of the newly stamped Eastern money (which began within 
a few hours of the issue of Western money in Berlin) was too 
swift to be true, and it would be a mistake to take it as purely a 
tribute to Western prestige. 


Russians Buy Up The Deutschemark 


By last Sunday it was clear that the Russian authorities, through 
dealers stationed around the Brandenburg Gate and in other parts 
of the city, were buying up every Deutschemark that was offered, 
and were indifferent to the price at which they bought. German 
business men quickly drew the conclusion that the Western money 
would disappear within a few weeks through the combined 
effects of Russian buying and German hoarding. The Western 
decision to extend currency reform to Berlin had become no more 
than a gesture which could not be made financially or economic- 
ally effective. Even this week, it was doubtful if wages would be 
paid in full in Deutschemarks in the Western sectors. 

It would be foolish, in view of these facts, to imagine that the 
Russians had attempted a currency reform and failed. Their 

ing of the currency in the past ten days*has been un- 
scrupulous ; it has discriminated and shown favouritism, enriched 
some people unreasonably and as unreasonably impoverished 
some ; it has added to the wasteful disorganisation of economic 
life and put the common man to untold inconvenience. But it 
was not a currency reform. The new Eastern money has been 
used merely as a weapon, first to exclude the invalidated old 
currency of the Western zones (a serious and nece measure) 
and secondly to drive out the new Western currency. ether it 
was deflated or inflated has clearly been of no account to the 
Russians, who are no doubt preparing now for an attempt at 
currency reform in Eastern Germany when the Western currency 
has gone from Berlin. 

Berlin is conscious of being the centre of the stage; of all its 
anxieties, the greatest seems to be that the outside world should 
understand that what happens in Berlin is not merely a 
matter but a world matter, and Berliners will explain this cour- 
teously to the foreign visitor. No such terrible alertness disturbs 
the west of Germany. To go from Berlin to Frankfurt this week 
was to leave the bracing heights for the sleepy hollow, the bright, 
glare for aster ie ine’ Vecdiecel “aden ok they” eal 
wings. Frankfurt is still a provincial town—it may 
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irretrievably. It views the great world at a distance and with 
unshakable unconcern. ‘The bizonal administration has from 
the first been infected with the atmosphere of its surroundings, 
Its concerns are local and strictly limited; serious though they 
may be, they are looked at in office hours—not too early in the 
morning nor too late in the afternoon—and are shelved on Friday 
night for the weekend. What happens in Berlin is a matter for 
mild interest in Frankfurt. From outside Germany it is easy to see 
Frankfurt as the seat of a German government and the centre from 
which German reconstruction is to be organised and led. In 
Frankfurt itself the idea rapidly blurs. And back in Berlin, where 
after all chat has happened life is still lived with speed and inten- 
sity, it arouses incredulous laughter. 


Elections in Finland 


[BY A CORRESPONDENT] 


A Free and fair election on the borders of the Soviet Union is 
a remarkable thing to happen in 1948. The election campaign in 
Finland has been as democratic as any in Western Europe. All 


the traditional parties are in the lists, the press is uncensored, 


the right of public meeting untrammelled, and none of the two- 
million-edd voters has the faintest doubt about the secrecy of 
the ballot. The atmosphere during these last weeks has been 
calm—perhaps too calm: it may lead to a large number of 
abstentions, and that could do no one any good. 


Each of the political parties is conducting its campaign 
separately—there are no electoral agreements, no blocs—and there 
is nothing radically new in the programme of any of them. The 
Conservatives are making their old appeal to the businessmen and 
the professional classes. Their slogans are still private enterprise 
and freedom from controls ; it is a platform which is likely to 
hold their supporters but unlikely to win many new votes. As 
the main Opposition party they are pleasantly free from respon- 
sibility for the hardships of the last three years, but few people 
can feel that those hardships are the Government-parties’ fault. 
The Agrarians are still the party of the farmers and of the 
farmers alone: a reduction in the prices of farm-produce is almost 
the only plank in their platform. The Swedish People’s Party 
still has its appeal for a fairly large proportion of the Swedish- 
speaking minority, and the Libera] Party will never be without 
its attraction for intellectuals. 

The new interest in this election centres in the duel between 
the Social Democrats and the Finnish People’s Democratic 
League (SKDL), which is the polite name for the Communists 
and their fellow-travellers. 


The Social Democrats are traditionally the largest party in 
Finland. At the last election, that of March, 1945, they suffered 
for the intransigent part they had played in the concluding months 
of the war against Russia, for the Russian ban on their beloved 
leader Tanner, and for the secession of some of their members 
into splinter groups and into the SKDL. The SKDL secured 
the play-for-safety-with-Russia votes. The result of the 1945 
election was to divide the 200 parliamentary seats as follows: 
Conservatives 28, Agragrians 49, Swedish People’s Party 15, 
Liberals 9, Social Democrats 50, SKDL 49. 


Communist Setbacks 


The question is how many seats the Communists will lose in the 
election of July rst and 2nd. No one, not even the typical Com- 
munist Party member, expects it to gain. At the general election 
of ro4s the SKDL vote was 25 per cent ; at the municipal elec- 
tions of December, 1946, it was 19 per cent ; at the trade union 
elections during the early part of this year its: candidates lost 
more and more ground to the Social Democrats. Its worst s+t- 
back came in the rumpus this May over the dismissal of the 
Communist Mr Leino from the post of Minister of the Interior. 
The Communists demanded his reinstatement. When that failed it 
demanded that he should be replaced by another Communist. 
‘There were deputations and demonstrations and finally a general 
strike was called. But the Communists’ strike was a shocking 
failure ; the most reliable estimates are that only 17 per cent 
or 18 per cent of the organised workers took part in it. 


Yet the SKDL has some very high cards to play in a general 
election. Its policy of friendship with Russia cannot be gainsaid : 
no Finnish party dare come out into the open as being against 
the most cordial relations with Russ’a. Its rosy picture of con- 
ditions inside the Soviet Union cannot be openly contradicted : 
to declare in the press or on the platform that conditions in 
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Russia are anything but rosy would be an “ unfriendly act.” Its 
advocacy of better conditions for the Finnish worker, including 
higher wages and lower taxes, is irresponsible but not without 
a strong appeal. And it has a trump card in the form of Russia’s 
remission of reparations. 

The announcement from Moscow a few weeks ago that half 
the outstanding debt to Russia in reparations account would be 
wiped out came as a great surprise. The Finnish Communists 
were not slow in claiming all credit for it. Had not the Com- 
munist Cabinet Ministers sent an open letter to the Cabinet—in- 
cidentally, an unparalleled occurence in Finnish constitutional 
history—urging that negotiations should be opened with Moscow 
for the remission of reparations? Had not the preliminary 
negotiations that followed been conducted by Finnish Com- 
munists ? Did not the Finnish people owe this easing of their 
burden to Communist initiative and influence ? Whether many 
Finns are impressed by this propaganda is doubtful. After all, 
the Communist cry for the last three and a half years has been 
that the reparation demands were too light, that Finland deserved 
to suffer more for its crime in fighting Russia, that any talk of 
remission would be a breach of the armistice agreement. 

The general opinion in Finland on the eve of the election is 
that the SKDL will lose between five and ten of its seats in 
Parliament. Not more, because the system of proportional repre- 
sentation and the traditional inelasticity of party frontiers in 
Finland tend to keep election results stable ; there has never been 
a big landslide in a Finnish election. But the loss of even a few 
SKDL seats would lead to important changes in the Finnish 
Government. It would mean an end of the coalition which has 
kept Communist members in the most important Cabinet posts. 


Australia—New Zealand 
Trade Agreement 


[BY A CORRESPONDENT] 


Tue Australian and New Zealand Governments have taken 
an important step towards the dovetailing of their economies. As 
a result of a conference in Canberra, which ended on June 14th, 
the two Dominions have agreed to co-ordinate their economic 
policies in order that they may become less dependent on imports 
from North America and Europe. The conference was a logical 
sequence to the Anzac Pact of 1945, when Australia and New 
Zealand agreed to set up a regional defence zone in the South 
Pacific and to promote trade between the two countries, Each 
Dominion is becoming complementary to the other—raw materials 


in New Zealand, such as timber and timter by-products, being: 


matched by the new industrial output of Australia such as steel, 
cement and machinery. Both have now taken the obvious course 
of combining their resources to their mutual advantage. 

The agreement was hastened by the fear of both Dominions 
that their dollar debts would continue to increase. They fully 
expect that they may ultimately be limited to those dollars which 
they can obtain from their own earnings and which are nothing 
like enough for their present needs. The trade agreement, there- 
fore, aims at reducing their dollar itnports by increasing the better 
organisation of their production at home. Its success will benefit 
Britain directly, for both Dominions have hitherto drawn exten- 
sively on the sterling area dollar pool. ‘ 


Expansion of Secondary Industry 


On a smaller scale, the developments in Australia and New 
Zealand have been on similar lines to developments in Europe. 
The lack of dollars, the need to build up strategic resources and 
the general desire to become less dependent on world markets 
have led to intensive efforts to expand secondary industries. Steel 
works, shipbuilding yards and factories have sprung up in Aus- 
tralia at a speed which says much for the vitality of the young 
Dominion. The population is moving from the country to the 
great cities, especially on the eastern seaboard, and capital invest- 
ment has been on an unprecedented scale. 

Industrial development in New Zealand has not been so spec- 
tacular, but its natural resources, particularly timber, are being 
worked, and they successfully fill the gaps in Australian produc- 
tion. Neither aay: is neglecting its main source of income— 
wool in Australia dairy products in New Zealand—but both 


are determined to do their best to avoid the disaster which the _ 


lack of foreign exchange would bring. 
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But the biggest obstacle to the economic union of the two 
Dominions has still to be overcome. New Zealand has at present 
a heavy adverse balance of trade with Australia. It buys about 
£14 million worth of. Australian goods annually and sells to 
Australia commodities worth only £3,000,000._ Moreover, despite 
the high prices of export commodities, New Zealand’s balance 
of payments with the rest of the world is becoming unfavour- 
able, although its sterling funds are much greater than in.1939. 
On the other hand, the external trade position of Australia is ex- 
tremely healthy—its London funds stand at £200 million sterling 
—and Australia should be able to help New Zealand by loans or 
other means, Such an offer from one Dominion to another would 
not only benefit both, but it would also set a practical example 
of mutual aid which might well be imitated in other parts of the 
Commonwealth, 


Joint Planning by Czechs 


and Poles 


{FROM OUR PRAGUE CORRESPONDENT] 


Discussions have been in progress here for some time about 
quotas for the second year of the Czechoslovak-Polish Trade 
Treaty. The treaty itself lays down a provisional programme for 
each of the five years it covers, but also says that the annual quotas 
shall be reviewed each year in the light of previous developments. 
The trade turnover envisaged for the forthcoming period, July, 
1948, to July, 1949, is roughly Kes. 2,000 million compared with 
Kes. 1,500 million during the previous twelve months. Poland 
as before will send Czechoslovakia mostly raw materials such as 
coal, zinc, foodstuffs and various chemicals in exchange for 
Czechoslovak machinery, chemical products and consumer goods 
of which the chief items will be boots, shoes, tyres, motor cars 
and cycles. 

Of more interest, perhaps, than the actual trade are the various 
joint committees established under last year’s treaty with the 
wider object of promoting economic co-operation. At the time 
the treaty was signed it was generally assumed that these com- 
mittees were intended to pave the way for the gradual integration 
of the econom.es of the two countries. Whatever the ultimate 
intention, this has not been their role so far. Indeed, they have 
tended to function more as debating societies where mutual 
problems can be discussed and grievances aired. All accounts of 
their deliberations agree that the fun, if that is the right word, 
has often been more furious than fast in spite of the fraternal 
character of the two regimes. So far at any rate, neither country 
has made any capital investment on the territory of the other, 
nor are there any joint enterprises. The reason given is that any 
such development would constitute an unpermissible infringement 
on the sovereign rights of the individual States which, according 
to Slav bloc theory, must be regarded as altogether sacrosanct. 
It is a theory which some might consider to be at variance with 
the treatment, meted out to individual citizens in these countries, 
and of course it does not always work out in practice exactly as 
scheduled. But the theory of the divine right of the People’s 
Republican State has for the moment a vogue and an importance 
comparable only with that of the ancient theory of the divine 
right of kings. And it is in the orbit of this theory that the 
joint Czechoslovak-Polish committees are expected to revolve. 


Working Parties of Experts 


The main committees deal with such questions as industrial 
co-operation, the exchange of data on the results of scientific 
research and planning, how to finance not only current trade 
but capital investment by a proper allocation of available re- 
sources, how to deal with shortages and bottlenecks which 
threaten the execution of planned deliveries. Finally, and perhaps 
the most important of all, there is the transport committee. 

All these committees set up so-called “working parties” of 
experts to which technical matters are referred. In the sphere 
of transport, for example, a working party is at present engaged 
in considering the many intricate problems arising out of the 
proposal to construct a canal between the Danube and the Oder. 
Preliminary indications are that the difficulties may prove in- 
superable. Some of the experts take the view that there is not 
enough water in the Oder basin, and that the only way to keep 
the canal filled would be either to pump water from the Danube 
a ree ts cenit ae BO 
stant ing. are sO expensive as to make 1 
doubtful whether the proposition is economically worth while. 
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Transport, or more properly transit, questions provide many 
uncomradely fury. 


éccasions for the most The Czechs consider 
rates on Polish railways and rivers too high, and have not hesitated 
to»say so. And the recent Polish gesture in announcing the 
handing over to Czechoslovakia-of part of the port of Stettin 
to be its very own would have been much more appreciated in 
Prague had the dues been much lower. Owing to the shortage 
of dollars.and other foreign exchange, a large part of Czecho- 
slovakia’s imports from, and exports to, the West are routed 
through Poland, including practically all its iron ore imports from 
Sweden, which are nearly four-fifths of its total iron ore imports 
and about two-thirds of its total requirements of this commodity. 

So far as practical results go, the most successful committee 
appears to be the one on industrial co-operation. The main 
object of this body is to prevent overlapping and competitive 
building in industrial development. It has, for example, arranged 
that the Poles should pay for the plant they are buying to produce 
power from the low-grade coal deposits near Oswiecim by supply- 
ing the power to Czechoslovakia where it is needed for Moravian 
industry. Similarly, the Czechs produce more coke than they 
need and the Poles have agreed to take the surplus instead of 
erecting new coking plant of their own. 


Clash of Interests 


In the short run, there can be no doubt that it is. both 
economical and expedient to pool resources in this way. But 
whether the two countries will take the same view when, and if, 
their industrial sprints develop into marathons is not so certain. 
Poland is busy with many schemes of industrial development and 
it is more than probable that one day it will need the Oswiecim 
power itself. So, conversely, is Czechoslovakia likely to need 
all its coke if its plans to replace Germany as the industrial 
supplier of eastern Europe are successful even in part. Therefore, 
unless integration is the ultimate goal and unless permanent co- 
operation is now assured in spite of the past history of Czecho- 
slovak-Polish relations, there would seem to be an element of risk 
in putting one’s eggs in somebody else’s basket. It is. difficult 
to be inter-dependent economically and independent sovereign 
states politically at one and the same time. 

Meanwhile there is no doubt that the economic inter-depen- 
dence of the two countries has increased, is increasing and is likely 
to increase still further. But even at Kcs. 2,000. million (about 
£10 million) a year, the volume of trade is not yet colossal. It 
represents about 6.5 per cent of the total turnover Czechoslovakia 
hopes to achieve next year. Czechoslovakia’s new Government 
say they intend to increase the turnover with the Slav bloc until 
it reaches—to quote the Minister of Internal Trade, Mr Krajcir— 
“ 40-50 per cent of the total foreign trade.” How they are going 
to achieve this result while the present vogue of the bilateral 
agreement continues is not explained. Czechoslovakia is still 
dependent on the so-called West for at least two-thirds of its 
imports of raw material and the first step towards Mr Krajcir’s 
goal has been to start a big export drive in the hope of acquiring 
dollars and sterling. Of course if the drive were to fail, Czecho- 
slovakia’s imports from the West would have to be correspondingly 
reduced thus automatically raising the percentage of trade with 
the Slav bloc. It is to be surmised, however, that this is not 
what Mr Krajcir either meant or wants, 


THE ECONOMIST BY AIR EXPRESS 


We hope to announce during the next few months the introduction 
of an Air Express Service of The Economist to a number of overseas 
countries, similar to that already in operation across the Atlantic. 


To New Zealand and Australia 


We start with an Air Express Service to Australia and New Zealand 
as from the beginning of August next. On existing airline schedules 
copies will be posted in Sydney within one week of publication ia 
London, thus reaching subscribers some five weeks earlier than by 
surface mail. 

The cost of this service will be £6 sterling per annum. If you wish 
to enter a subscription to an address in Australia or New Zealand, 
please send your instructions to : 


The Publisher, 
The Economist, 22, Ryder Street, London, S.W.t. 





el ee 


24 





THE ECONOMIST, July 3, 194% 


~ THE BUSINESS WORLD > 





Housing—Programmes and Performance 


EVERAL hints have been given in the past three months 
S —from the Minister of Health, the Minister of Works, and 
even from the Chancellor of the Exchequer himself—that the 
house building programme was again to be expanded. The 
review of housing policy and programmes issued by the Minister 
of Health last Friday was promised in the White Paper on 
Capital Investment last December; it represents the sixth 
change of policy in about eighteen months, That White Paper 
laid dowr the total of houses to Be completed in 1949 (not 
1948) at 140,000, a figure fixed not by reference to any detailed 
balancing of claims for resources of materials and manpower but 
strictly by reference to the amount of softwood that was ex- 
pected to be imported this year. Now the programme is to be 
increased, even though that means taking a chance on next year’s 
timber supplies. 

In no field can plans and figures be more confusing than in 
house building. Last December’s White Paper talked of cuts ; 
tenders approved for new houses were indeed reduced to 6,000 
a month during the winter, compared with 11,000 a month in 
the spring and summer last year. But output of new houses has 
increased ; the latest returns for England and Wales and Scot- 
land show that 20,372 permanent houses were finished in May, 
the highest figure since the end of the war. That does not 
sound like a “cut.” Indeed, it is the result of reducing the 
huge over-expansion of work on houses in the early stages and 
of concentrating greater effort on finishing houses under con- 
struction. In the language of last Friday’s statement, the pro- 
gramme has been “got into balance "—though that claim 


-cannot yet be made for Scotland, whose programme is still 


seriously unbalanced. Permanent houses under construction, 
which reached a peak of 261,161 last October, have been 
reduced to 218,044; the target of 210,000 houses under 
construction by the end of June proposed in the White 
Paper has been largely achieved by cutting the number of 
new authorisations and by starting construction on an average 
of only 10,000 houses a month compared with an average of 
18,000 in the middle of last summer. More houses are now 
being finished than are being started, and in order to maintain 
the present number of houses under construction in England 
and Wales at 180,000, new contracts have already been acceler- 
ated. The statement does not say in terms what output of 
finished houses is being aimed at ; presumably contracts for new 
building will be let to tally with the output of finished houses, 
and presumably, too, it is hoped that the number of completed 


houses will, in any given period, equal the number under 
construction. 


The new statement of policy strongly suggests that the 


housing programme still enjoys full absolution from the damag- 
ing cuts inflicted on the industrial investment programme. 
If the assumptions at the end of the last paragraph are right, 
the annual output of permanent houses now contemplated must 
be of the order of 180,000 in England and Wales, or some 
200,000 if Scotland is included as well. The ratio between 
houses under construction and those completed in a given period 
depends largely on the productivity of building management and 





war, between 300,000 men and 350,000 men were engaged in 
housebuilding, producing about 350,000 houses—one house per 
man per year. There are now $40,000 men in housing work of 
all kinds (the Capital Investment White Paper anticipated. their 
reduction to §25,000 by. June 30th) of which nearly 250,000 are 
employed on permanent houses. Last year’s output of com- 
pleted houses works out at two men to a house, though the 
houses were bigger than prewar and the normal ratio might 
now be better expressed as 1} men per house per year ; this year 
something nearer the one for one ratio ought to be shown, 
simply because the number of houses under construction has 
been successfully reduced. 

By the end of May, 440,235 new houses (including 150,864 
temporary houses) had been completed ; 223,519 houses were 
under construction ; and 49,571 houses were projected but not 
begun, This gives a total of 713,325 houses built, building or 
projected. In addition, 265,644 “ units of accommodation ” had 
been provided by repair, or conversion of large houses. Thus 
705,879 households have already been accommodated ; Mr 
Bevan’s ambition to rehouse the 750,000 families which were 
estimated in 1945 to lack a separate home will be achieved 
this autumn. Since 1945, some 24 million people will have 
been rehoused. This is an important achievement, comfortably 
exceeding the building effort of 1920-22 ; but that effort was a 
very limited affair compared with the mobilisation of resources ~ 
for house-building in 1945 and after. The Labour Government 
was pledged to a maximum effort ; it gave housing priority 
over all other needs for new investment ; and it encouraged 
and forced the local authorities to undertake so much housing 
work that the industry, instead of being allowed to work steadily 
towards increased output, became congested and costive before 
the programme was producing finished results. 

Cuts in the rate of new approvals were first imposed in 
August, 1947, and held until March, 1948. The publication of 
the revised programme in December thus coincided with a 
serious lack of balance in the house-building industry. At the 
beginning of that month, 261,161 permanent houses were under 
construction, but only 15,398 were completed. The accompany- 
ing table illustrates the improvement which has since taken 
place, an improvement which is partly due to the running 
down of the temporary housing programme, with all its disloca- 
tions and unexpectedly great expense. 


GREAT BRITAIN 


New Permanent Houses | Temporary Houses 


Com- 
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77,190 2,116 not 21,175 5,017 
ailable 


180,930 7,351 ” 10,014 18,515 
225,853 9,710 4,164 8,502 4,947 


259,932 15,272 3,510 998 3,236 
225,408 18,626 1,284 939 2,411 
218,044 20,372 580 5,475 2,124 





So far, the reduction in manpower engaged in housing work has 


_ not matched the forecast given in the Capital In White : 
labour. During the last three. years, it has been disappointingly it fe eee 


w, and recent signs of improvement will have to go a long way _ end of this year as forecast in the Economic Survey. Concentra- 


Paper (§25,000); nor does it promise the further reduction by the 
tion on the completion of houses under construction has changed 
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the distribution of manpower in house building, but it has not 
done as much as was expected to reduce the total numbers 
employed. The tota! has fallen by a few thousands from the 


House Buitpinc LaBour 
(000’s) 






Total 


Employed’on : War Damage Including 
eee Repairs Repairs and 
Maintenance 
A pai 19AG: . . cspeinea’s 500 
SOOT «80 Skee 542 
lOO ii kine ids Sebi 550 
May "1988... ....2 539 


peak of $69,200 ey ee September, but iausitiertend 
building work has possibly absorbed as many of the displaced 
workers as have found employment in essential occupations 
elsewhere. If there was ever any serious intention to seek a 
further reduction in the building labour force the acceleration 
of the programme, coupled with the raising of the limit for 
unlicensed repairs to £100 a year, is now sufficient proof that 
the present volume of manpower is to be retained—without 
appeal to any question whether the nation can afford to devote 
one-fortieth of its entire labour force (and a far higher propor- 
tion of its constructional labour force) to investment work which 
yields only an indirect return. 

Last August, Mr Bevan ordered the suspension of all 
licences for housebuilding by private persons, in order to give 
local authorities absolute right of way to accelerate work on 
their own schemes. He has now modified this attitude. The 
so-called “speculative building” of houses for sale is still 
anathema, but local authorities may now issue “ when they think 
fit, some licences” to private persons to build houses for their 
own occupation. Private building will be limited by the four-to- 
one ratio which obtained until last August, but the ceiling price 
(£1,300 in the country and {£1,400 in London) has not been 
reintroduced. Private builders will, therefore, be able to under- 
take building for owner-occupiers up to a rate of about 40,000 
houses a year ; houses may be built up to 1,500 feet super, com- 
pared with limits of 900 or 1,000 feet imposed by the old 
maximum prices; and selling prices will be fixed by local 
authorities on the basis of the cost of similar houses built by 
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Permanent Permanent War Destroyed | War Destroved 
ouses Houses under Houses Houses under 
Completed Construction Completed Construction 
| 





Local authority ........ | 190,954 187,681 7,349 1,414 
Private enterprise ...... 70,390 13,979 11,977 10,009 





themselves—a formula which will certainly be open to wide 
interpretation by the judges in their own cause. But the greatex 
scope for private building, coupled with exhortation to local 
authorities to modify their previous concentration on three- 
bedroom houses and to build some both smaller and larger— 


‘ 
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these changes promise to give much needed variety and flexi- 
bility to the housing programme. The present monopoly of local 
authority building is shown in the table in the previous column. 

Private builders have built more than one quarter of the new 
permanent houses erected since the programme began. But 
with only 13,979 houses under construction, it was obvious that 
their independent effort must peter out very soon, unless a 
more generous licensing policy was adopted. Mr Bevan’s con- 
cession, therefore, has come only just in time to save this effort 
—though of course private builders are well occupied on con- 
tract building for local authorities, 

What are the lessons of recent performance and future pro- 
grammes for housing ? First, housing has provided a copybook 
example of what happens when too much is attempted in too 
short a time, but before the various sections of the industry and 
its suppliers had expanded their scale in consonance with each 
other. The worst of the inefficiencies which resulted from too 
much pressure and boost should now be past ; the controlling 
factors in future are raw materials—of which softwood is 
critical—and the industry’s labour force—on which, by infer- 
ence from the statement, the Government has had second 
thoughts. In the past, plans have been made for house building 
which assumed that it was an industry capable of almost miracu- 
lous expansion. But changes made in policy have their impact 
much later; new policy determines the level of building not 
now, but a year or even two years hence. Every shift of direc- 
tion entails changes in materials, components and labour, and 
the over-expansion of the industry in 1946 and its over-contrac- 
tion last winter have produced chaos and uncertainty. The 
contraction has not indeed been sustained since the Government 
discovered subsequently that its decision would plunge the 
building materials industries into still further chaos, and this it 
has not had the courage to do, in spite of its planning 
convictions. 

Broadly speaking, the lesson of the new programme is that 
the Government has simply determined that the present size 
of the house building labour force is the right size, or at least 
the irreducible size. More houses will be built next year than 
was contemplated in the Capital Investment White Paper issued 
last year ; they will evidently have priority over industrial in- 
vestment work ; they will absorb far more manpower than was 
committed to house building before the war, and far more than 
can be afforded on any cold calculation of Britain’s economic 
resources and problems. If, with its prewar labour strength, 
the industry could produce as many houses as it did before 
the war, any expenditure of dollars on timber would at least 
be partially offset by the increased exports produced by labour 
no longer needed in the building industry. These are broad 
questions of cost. But there are narrower aspects of financial 
costs for housing schemes, on which, so far, there has been 
much rumour and few facts. An examination of the evidence . 
about the cost. of local authority. housing will appear. in 
The Economist next week. 


The Trade of a Trustee 


(By a Correspondent) 


HE uncertainties of recent years have led to a boom in 

will-making. Consciousness of mortality touches prospec- 
tive executors as well as testators, and there has been a marked 
increase in the apppintment of trust corporations, which legally 
never die, to act.as trustees. The trustee departments of the 
banks and. insurance companies worked at high pressure during 
the war, and the flood of new business has not abated since. 
On the other hand, their official competitor, the Public Trustee, 
whose business steadily expanded up to 1939, has, if anything, 
experienced some reduction of new executor and trustee cases. 


The Public Trustee was set up in 1906 as paid executor 
and trustee, because Jarge sums were annually misappropriated 
by private trustees. His office opened for business in 1908 
with a staff of six; but at once five hundred Jetters a day 
came in and, after only three months, 63 trusts had been 
accepted. In 1911-12, for the first time, the total number of 
acceptances exceeded one thousand, and 1919-20 saw a peak 
only slightly below two thousand. After that year, when the 
staff stood at 1,200, there was some slackening, though the 
numiber of new cases in the next decade never fell below 900 
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in any year. The department was responsible at March, 1947, 
for nearly 43,000 (accepted) cases valued at £528 million ; 
of these, 20,593 cases were being currently administered by 
a staff of 870. : 


When, half-way through the nineteenth century, commercial 
companies entered the business of trusteeship, it was said that 
“the law had frightened every responsible and respectable man 
out of being a trustee.” The pamphleteers were then pressing 
for a Government official “ with safe hands above the reach 
of avarice,” but there appeared in The Economist of December 
3 and 10, 1853, prospectuses of two companies to “ undertake 
trusts on commission.” At this development, an eminent 
lawyer was moved to outraged protest: “The trade of a 
trustee! The business of an executor! Fancy it written over 
a shop door!”—thus expressing his horror that trusteeship, 
which an old rule of law insisted must be unremunerated, 
should become an article of commerce. Nevertheless, by 1908, 
a dozen companies were actively engaged in this businesss, 
including leading banks and insurance companies. Yet the 
ghosts of fraudulent joint stock banks still haunted the public 
mind ; and there were failures, though not amongst the arustee 
companies, after 1908, Thus, the security of the State pledged 
bv the Public Trustee represented such an advantage that, 
up to 1930, the department had more cases than all its rivals 
put together and was expanding at a faster rate. But by then 
the ghosts had been laid; and by 1945, at least two of the 
trustee associates of the “ Big Five” banks were growing at 
three times the speed shown by the Public Trustee. Today, his 
annual acceptances are now equalled by the least active of the 
“ Big Five” trustee companies. 


The companies do not publish separate details of this branch 
of their business and the Public Trustee’s annual report to 
the Lord Chancellor has not appeared since 1939. But when 
these corporate trustees come to administer the property of 
deceased testators they must obtain a Grant of Probate or 
Administration from the High Court. The following analysis 
of the Probate Registry grants, gives some idea of how the 
executor business is shared: — 


PROBATE REGISTRY GRANTS 
Years to 31 December 


_- 








| y913 1923 | 1933 | 1936 | 1945 
hist SES 














(1) Total of all Grants issued (England). . 72,067 | 101,497 | 139,733 | 150,914 | 202,100 
(2) Grants to Trust Corporations........ 290 660 2,380 3,330 8,175 
(3) Percentage of (2) to (1) by numbers ... +402 “65 . -05 
(4) Percentage of (2) to (1) by estimated values “98 15 
(5) Grants to Public Trustee ........ "ee 200 450 

90 ¢ 





These figures show how quickly the trustee companies have 
overhauled the Public Trustee. It is still the exception rather 
than the rule for a testator to choose a corporate executor, 
but whereas the average value of estates for the whole country 
has remained fairly steady at about £4,000, the average value 
of estates administered by corporations is estimated at well 
over £10,000 ; hence the proportion of property annually com- 
mitted to trustees that goes into corporate care is not incon- 
siderable. 

After the Public Trustee’s peak business in 1919-20, an in- 
crease in fees slowed down the expansion of the department. 
This year, after another series of wartime losses (which con- 
verted a credit balance of £137,425 in 1939 into a debit of 
£21,053 at March, 1947), the scale of fees has again been raised. 
The Public Trustee is statutorily required to administer trusts 
at “cost price,” but apparently all the independent companies 
have always done the same work for considerably less ; the 
department has been frequently criticised for overcharging, and 
the new charges enhance the discrepancy between the two scales. 
It is expected that the companies will shortly announce higher 
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charges, but even then these are likely to be well below the 
Public Trustee’s new fees. : 


CoMPARATIVE ACCEPTANCE FEES 
Per {100 of Gross Capital Value of Estates 





Public Trustee wer eR oz. 
First £5,000 ........ First £20,000....... ¢ 4 
Next £20,000 ....... 
Next £25,000 ....... Next £30,000....... ¢ h 
Next £25,000 ....... 
Over £75,000 ....... Over £50,000....... * t 











Minimum: {10 7 £500 No 
£15 a Change 


Minimum {10: {2 2s. up to £300, 
ve £500 £3 3s. Stove Oa 





The Public Trustee’s fees were already higher than the 
companies’ before the new scale ; yet forty years ago the latter 
were very much afraid that the former, not needing profit, 
would undercut their business. An estate valued for probate 
at £20,000 will pay now £225, when the Public Trustee accepts 
active duties, against £125 last year ; but a number of com- 
panies will undertake responsibility for a fee of {100, and 
others for as little as £75. Other fees taken by Trust Corpora- 
tions—such as investment or management fees charged on the 
value of the stocks bought and sold—are much more difficult 
to assess. The Public Trustee’s fee revenue for 1946-47 
includes £107,000 out of a total of £314,000 for investment 
fees, and an analysis of the gross receipts of three trustee 
companies shows that 45, 40 and 33} per cent of their annual 
revenue was derived from the same source, 


The various fee schedules can, in fact, be compared only 
by applying them to cases that have actually been administered 
by a Trust Corporation. This comparison has been made by 
an experienced trust officer of one of the companies, for a 
number of cases so chosen that they cover the operation of 
every type of fee, and an attempt has also been made to 
compute the costs if an unpaid personal trustee had adminis- 
tered them. Trust Corporations’ fees do not cover solicitors’ 
costs. In the ordinary way, to obtain probate of a will and 
to administer a trust require continuous legal assistance, and 
a private trustee leaves the business entirely to his solicitors 
and pays them out of the trust estate. An institutional trustee, 
with its expert organisation, does not need clerical assistance 
such as the solicitor provides for the amateur, but it still needs 
legal guidance ; the Public Trustee is as careful as the com- 
panies to fortify himself with independent professional advice. 
Each letter written has, therefore, been priced at five shillings 
as a fair average of the charge which solicitors, having to write 
them all, would have made to a private trustee. From this 
estimated total, the costs actually paid to solicitors by the Trust 
Corporation have been deducted ; the balance should give the 
“extra costs” which the Trust Corporation did not need to 
incur. The resultant comparison, for each of four categories 
of cases, is shown below:— 


COMPARATIVE CHARGES FOR ADMINISTRATION 












Gross Value of Trust Estate ............ 
Public Trustee’s Fees (pre-1948) 


sevennnes 258 
FOO Of COMDONE Toy... vec csisceseucneé 183 
Fees of Company IT. ..............s0000 93 
“Extra Costs” of Private Individual..., 228 





The comparison still weighs against the Public Trustee, 


but with one exception the estimated “ extra costs” to a private 
individual are not so widely different from the Public Trustee’s _ 
fees. This may lend some colour to the claim that the depart- _ 
ment works at “ cost price.” = 

Small estates are relatively more expensive to administer 
than large estates. It has been officially estimated that estates — 
under £1,000 cost the Public Trustee £25,000 to administer, — 
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against fee payments of about £3,250 in a recent year. It is 
no secret that the bigger trusts balance the Public Trustee’s 
revenue account ; and fortunately, although about half his cases 
are worth less than £5,000, the average value of 18,000 accepted 
probate cases is over £16,000. Yet the average value of the 
companies’ cases has been £4,000 to £10,000 below that of the 
Public Trustee’s cases and at least three companies accept over 
§0 per cent more cases under £5,000 that he does. 

The record of one company presents a distinct challenge 
to official explanations about the cost of small estates. For 
many years it has acted as trustee for deceased customers 
whose assets rarely exceed £1,000. In 1936, it obtained 570 
probate grants averaging £873 and in 1945 over 1,000, averag- 
ing £1,175. Its acceptance fees are shown under Company II 
in the second table, and its other fees are also markedly below 
those of the Public Trustee. Its minimum fee must often 
operate, for 20 per cent. of its cases are worth less than 
£300. 
services at a loss ; indeed, it is very doubtful whether it could 
afford to do so. Apologists for the Public Trustee assert that 
the companies can make by-profits from other trustee work, 
which a self-contained Public Trustee organisation cannot do. 
This is undoubtedly true. But such profits are quite in- 
determinate and, for the customer who seeks service at lower 


Its representatives will not admit that it runs its trustee 
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cost, the point is largely irrelevant. On any test, the companies 
now provide cheaper service. 

These comparisons are not without their lessons. The first 


Public Trustee was an enemy of red-tape and he bequeathed 
a tradition of sympathetic and understanding administration. 
Relations between trustee and trust beneficiaries are intensely 
personal. But as the Public Trustee’s organisation grew 
(without putting out branches except in Manchester) it 
hardened into a Government Department and the early tradi- 
tion weakened. On the other hand, the banks, through 
thousands of branches, enjoy almost daily business contacts 
and close personal relations with their customers, which in- 
evitably bring in trust business. The banks have also opened 
trustee departments in provincial centres ; since the beginning 
of this year at least one big bank has added five more such 
provincial offices to its list. The insurance companies have 
fewer opportunities for such continuous personal contacts. 
They are, indeed, sharing in the rapid expansion of trust 
business, but whilst four individual banks took over one 
thousand probate grants each in 1945, the insurance com- 
panies together claimed less than two hundred. This coming 
“home to men’s business and bosoms” has put the banks 
far ahead of all competitors in the trade. It is a portent which 
the Public Trustee has doubtless marked. 


Business Notes 


Uneasy Markets 


The Stock Exchange this week has been trying rather unsuc- 
cessfully to trim its sails to the heavy gusts of conflicting influences 
—the sombre news from Berlin, the Chancellor’s reaffirmation of 
his disinflationary policy, the fears and hopes about the dock 
strike and the ERP agreements. The dominant influence, in- 
evitably, has been the international news, as may be seen from 
the fact that the scissors movement between Gilt-edged and 
equities—with the former tending to rise and the latter to fall— 
has been interrupted. On Monday, when all influences tem- 
porarily pressed in the same direction, there was heaviness 
throughout the markets. Gilt-edged showed losses ranging to 
half a point, and the Ordinary share index of the Financial Times 
dropped by 1.4 to r13.7—fully nine points below its post-Budget 
peak. These declines, however, occurred in very thin 
markets, and the rebound on the following day was due at least 
as much to the technical influence of end-account bear covering 
as to any general change in sentiment. But the movement showed 
a littke momentum at the opening of the new account, thanks to 
the ending of the dock strike, the relatively satisfactory terms of 
the ERP agreement, and some hopeful interpretations of the news 
from Jugoslavia. Since then, uneasiness about the Berlin situation 
has become a more enveloping influence. 

Despite these vicissitudes, the activity in the new issue market 
continues. Hard on the heels of the £5,000,000 Birmingham 
Loan came the expected New Zealand conversion operation, 
announced on the very day that dealings started in the Birming- 
ham scrip—at } discount, later rising to a fractional premium. 
More than half this issue was absorbed by conversion applicants, 
and cash applications had to be scaled down. Of the £19,225,000 
of New Zealand 4} per cent Stock which is to be redeemed, the 
Dominion is replacing only £16 million and will repay the re- 
mainder by drawing upon accumulated sterling balances. The new 
issue is a 3 per cent stock, 1966-68, offered at par—virtually the 
samé terms as the Birmingham loan, the minimum life of which 
is one year shorter. It is, however, two years longer than the 
recent Australian issue, which on the eve of the New Zealand 
announcement still commanded a premium of 4. Another notable 
operation is the first public issue of equity capital of the old- 
established business of Whitbread and Company, Ltd., which 


merits more propitious markets than are perhaps to be expected. 


on Monday, when the lists open. One quarter of the equity is 
being offered for sale by Baring Bros. and Schréder and Co.— 
204,880 £1 stock units at 88s. and a similar number of $s. units 
at the equivalent price of 22s. (for the two issues rank pari passu). 

company has an excellent record, and on the basis of the well- 
covered 20 per cent dividend paid last year the units yield a little 
more than 4} per cent at the issue prices. 


The Bilateral Agreement ~- 


The text of the Economic Co-operation Agreement between 
the governments of the United Kingdom and the United States 
belies most of the alleged ferocity of the original draft. It retains 
the objectionable provisions regarding the use of local currencies 
to finance American stockpiling of strategic materials. In this 
respect, however, the hands of the negotiators were tied by 
Congress, which inserted a clause in the Appropriation 
Act requiring that up to § per cent of these local funds might 
be expended for such purposes. The local currency fund will 
also be available to meet administrative expenditure in Britain 
arising out of the operation of the European Recovery Programme. 
‘The resources deposited in sterling as a counterpart of the grants 
made to Britain will be kept iri a special account at the Bank 
of England in the name of the British Government. There will 
be credited to it “amounts commensurate with the indicated 
dollar cost to the Government of the United States of com- 
modities, services and technical information made available to 
the United Kingdom on a grant basis.” The moneys. in this 
account may also be drawn on to meet transport charges on relief 
supplies and packages from the point of entry into Britain to 
the consignee. The balance of the sterling in the special account 
will be used for purposes agreed between the two governments, 
“taking into account the need for promoting and maintaining 
internal and financial stabilisation.” Among such expenditure 
the agreement specifies (a) projects for developing the productive 
capacity of the United Kingdom and other participating countries, 
(b) exploration for, and additional production of, ‘materials in 
which the United States may be deficient, (c) retirement of the 
national debt, especially debt held by the central bank or other 
banking institutions. 

The British Government undertakes by the agreement to “ use 
its best endeavours” to achieve the general objectives already 
set forth in the agreement which the sixteen Marshall countries 
signed last April. These include the promotion of industrial and 
agricultural pfoduction “on a sound basis,” the stabilisation of 
the currency, including the establishment or maintenance of “a 
valid «rate of exchange,” the balancing of the budget and co- 
operation with other countries in facilitating and increasing the 
interchange of goods and services among them. Sir Stafford 
Cripps in presenting the agreement to the House of Commons 
made some important interpretative comments on these commit- 
ments. The first is that “HM Government is the sole judge 
of how it shall use its best endeavours and as to what measures 
it shall adopt.” Whatever suggestions of American dictation or 
even intrusion may have been contained in earlier drafts have 
been swept away. The second is that the obligation to balance 
the budget does not preclude deficits over short periods, but 
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means a budgetary policy involving the balancing of the budget 
in the long run (how long is not specified in the interpretative 
notes appended to the agreement). 


* * * 


Assets in USA 


One of the commitments undertaken by Britain is “to locate, 
identify and put into appropriate use in furtherance of the joint 
programme for European recovery, assets and earnings therefrom 
which belong to nationals of the United Kingdom and which are 
situated within the United States.” The clause adds that this 
“imposes no obligation on the Government of the United King- 
dom to dispose of such assets” and Sir Stafford Cripps has 
said that he was authorised to announce that the measures now 
in effect in Britain were, in the view of the American Government, 
adequate fulfilment of this clause. 

There is no hint in the agreement of the pressure to modify 
sterling area arrangements which at one time was being exerted 
by certain sections of the US administration. The agreement 
makes it clear that the colonial territories will accede to the ERP 
agreement and to that extent the sterling area machinery will hold 
no danger of unauthorised dissipation of American aid. As 
regards dissipation to other members of the sterling area, the 
safeguards are, first, the general undertaking of the British 
Government that the aid obtained from the United States shall 
be used “for purposes consistent with this agreement” and, 
secondly, the extremely detailed information which Britain under- 
takes to make available to enable representatives of the Economic 
Co-operation Administrator to “follow through” the use of 
materials and other forms of aid provided under the agreement. 

The commitments on commercial policy do not go beyond the 
Charter of the International Trade Organisation signed at Havana, 
and even these are subject to the governing phrase limiting the 
duty of the British Government to “use its best endeavours” 
according to its own interpretation of what those endeavours 
should be. The only “spelling out” of these particular commit- 
ments is that given in the interpretative notes which specify the 
types of restrictive business practices which the British Govern- 
ment undertakes to prevent. These include agreements to fix 
prices, allocate markets, limit production, prevent the development 
of inventions, in fact all the “ sins ” against which the philosophy 
of the Sherman Acts is directed. This clause may conceivably 
give trouble later if some form of cartellisation of industry is 
found to be a desirable means of integrating European industry. 

The agreement will be debated on Monday and Tuesday of next 
week in the House of Commons, and if approved will probably 
be signed on Tuesday evening. If things go according to plan 
there will, therefore, be no appreciable hiatus between the July 3rd 
deadline and the formal signature of the bilateral agreement, and, 
consequently, no period during which Britain will cease to be 
entitled to Marshall aid. 


” * * 


Disinflationary Policy Reaffirmed 


The Chancellor, it is good to see, has done his best to allay 
the widespread fears that the Government has been retreating 
from the disinflationary policy. His firm speech at the final 
stage of the Finance Bill provided the one heartening gleam in a 
week-end of sombre news. He denied categorically that there 
has been in the past two months any change either in the condi- 
tions requiring a large budget surplus or in the policy laid down 
in the budget speech. The purchase tax concessions—notably 
those on wireless sets, clocks and watches, kitchen furniture and 
utility fur coats—had all been made, he said, to meet changes in 
the specific conditions of those particular industries, not because of 
any general change. “All these industries affected particularly 
the Development Areas and in all there had been a marked change 
of demand which threatened rather serious consequences.” On 
the disinflationary policy as a whole, “we must not make any 
changes which will change the general direction—or even the 
degree—of our action in this matter.” « 

It is a pity this reaffirmation was not made, as obviously it 
should have been, at the time the concessions were granted— 
when the debate was mainly in the hands of junior ministers. 
Now the Chancellor is obviously determined to make good the 
psychological damage that has been done. So far, he said— 
citing precisely the evidence noted recently in these columns— 
there has been “no general indication of any turn towards 
deflation, and nothing to show that we need have any fear of 
any sudden change.” Bank deposits in May were £300 million 
above their level of May, 1947, the note circulation has recently 
turned slightly upwards again, and ‘he mid-May unemployment 
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figure was below 300,000. So far “there are only the 2 
smallest signs” that disinflation has “ accomplished ariything i : 
all—though there are signs.” Those signs are the very tendencies 
that have ed the protests against the Government’s policy _ 
the recession of demand for certain types of goods. The success 
of the disinflationary policy will be demonstrated only when the 
tide of demand has receded sufficiently to throw up surpluses of 
the less essential goods and thereby to release labour for the key | 
industries. Sir Stafford is to be congratulated on his courage in 
putting this point quite bluntly. The process of curtailing 
demand, he declared, “has got to go much further, and... it 
will create some degree of discomfort and hardship,” 


* * * 


Danger of Piecemeal Relaxations 


After this unambiguous statement, there is no room for 
doubt about the Chancellor’s own determination ; and that is the 
rock on which the Government’s economic policy as a whole is 
founded. Unhappily, on this difficult issue—in a political sense, 
the difficulty is undeniable—the attitude of some of his Cabinet 
colleagues may be less dependable. The Chancellor ‘said that 
the economy will not have been disinflated until the under-man- 
ning of the essential industries has been remedied. If that test— 
indisputably the right test—were rigorously applied, the dis- 
inflationary policy would certainly be followed to the bitter end; 
and it would be bitter. In the process, the pressure against the 
policy is bound to grow ; it is greatly to be hoped that it will not 
arise inside as well as outside the Government. 

Even now, there are some disquieting signs of waywardness. 
The unification of policy is not complete. Especially dangerous 
1s the principle of giving relief to soften the impact of disinflation 
at particular points. Each concession may seem fully justified by 
the merits of the specific case, and each may look innocuous by 
itself. But the cumulative effect could easily undermine the whole 
policy. Indeed, the force behind Sir Stafford’s arguments has 
already been somewhat impaired by three more specific conces- 
sions announced almost simultaneously—the abatement of the 
cuts originally projected in the programme for new housing, the 
raising of the limit on the repairs that may be undertaken without 
licence, and the new machinery for permitting “ frustrated” 
export goods to be unloaded on the home market. This last 
concession looks, on a superficial view, to be entirely reasonable ; 
indeed, in the eyes of the trade interests affected, any other policy 
would seem to be grossly unreasonable. Yet if business men can | 
always be sure of permission to sell at home what they cannot 
sell abroad, the pressure upon them to seek export markets and 
to cater specifically for their needs will be greatly diminished, 
The new policy, discussed more fully in a subsequent Note, needs 
to be employed cautiously and with discrimination. 

As for the housing concessions, it may be true that they will 
do no more than absorb resources already available. But some 
of those resources are needed elsewhere and would eventually 
be induced to move—if only the Government did not rush in 
take up any slack as soon as it appears. When, eventually, there 
is scope for restoring the cuts in the investment programme, the 
first priority will undoubtedly be the re-equipment of British 
industry. On that matter well-informed opinion is now virtually 
unanimous. It should be reinforced by some calculations made 
in an article in the latest issue of Lloyds Bank Review, Mr Man- 
ning Dacey, in the course of a detailed analysis of the national 
balance sheet in the light of the budget, computes Britain’s net 
investment last year as equivalent to no more than {£135 million 
at 1938 prices, compared with actual net investment in that year 
of £227 million. It ought to be possible, he contends, to curb 
inflation without jeopardising Britain’s industrial future. 


* * * 


Inflation in China 


The inflation of the national Chinese dollar, or fapi, has 
ceased to be galloping and has become jet-propelled. The cuf- 
rency, in so far as a quotation for it can be discovered, appeafs 
to be depreciating at the rate of about 50 per cent in a fortnigh 
Last week the black market in Shanghai saw the price of the UI 
dollar rising from 3,000,000 to 4,000,000 Chinese dollars. ’ 
Communist victories in the north are completing the fell wot 
begun by the lack of effective budgetary policy of the Chines 
Government, and confidence in the currency has now been en 
and destroyed beyond repair. Nothing further has been heafd 
in the last few days of the proposals for a fundamental reform 
of the Chinese currency based on restoring silver to circulation 
Plans for such a development can never have been more he 
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qi n I 83 I The increasing wealth and trade of Liverpool 


created the necessity for greater banking facilities, and the Bank of 
Liverpool—Martins Bank, as it is known to-day—was founded in that 
year. The times were momentous ; the Napoleonic wars were left well 
behind, we were on the threshold of those railway and great mechanical 
advances which were to lead in the proud progress cf the Nineteenth 
Century, and in the House of Commons Sir Robert Peei was adding 
lustre to his name. 

Over the course of the next fifty years the deposits of the new bank 
rose to £4,000,000, and to £110,000,000 within its centenary. The 
figure to-day is in the neighbourhood of £260,000,000, and branches 
number nearly six bundred. 


Sy pe 


MARTINS BANK 


LIMITED 
LIVERPOOL, LONDON AND 600 BRANCHES 





—— 


The District Bank, in world-wide touch with 
every important centre where British goods are 
marketed, co-operates with exporters in securing 
suitable representation: in overseas markets and 
in bringing export enquiries to their attention. 


You are invited to discuss your problems with 
the local Manager. 


DISTRICT BANK 


LIMITED 
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BANKING IN TWO CONTINENTS 






The network of branches operated by the 


NATIONAL BANK OF INDIA LIMITED 
covers INDIA, PAKISTAN, CEYLON, BURMA, KENYA, 
UGANDA, TANGANYIKA, ZANZIBAR and ADEN 
It is the only Bank with this Geographical distribution. It is thus 
particularly well placed to provide market information and a full range 
of banking facilities for all those interested in trade or industrial 
development in these territories. Enquiries are welcomed at the 

Head Office of the Bank at the address given below. 


Bankers to the Government in Aden, Kenya Colony, Zanzibar amd Uganda. 
HEAD OFFICE: 26, Bishopsgate, London, E.C.2, 
General Manager: T. T. K. Allan. London Manager: N..W. Chisholm. 








An outstanding example of fourteenth century Gothic architecture, 
comparable to Rheims cathedral, the church of St. Nicholas is the most 
notable of the 360 churches which lie within the boundaries of the walled 
city of Famagusta. Now used as a mosque for the Mohammedan populatior, 
the building is an abiding memorial to the culture and prosperity of 
Cyprus during the rule of the Lusignan dynasty. 

Subsequent occupation by the Venetians and the Ottoman Empire 
reduced the fortunes of the island to a low ebb, but from the end of the 
nineteenth century Cyprus began to recover some of her ancient impor- 
tance as a centre of Mediterranean commerce. Today the port of Famagusta 
handles much of the island’s trade, though carobs, wines and citrus have 
replaced the precious stones and silks of former centuries. Full and 
up-to-date information from our branches in Cyprus on industrial condi- 
tions and commercial trends in the island is readily obtainable on request, 


BARCLAYS BANK 
(DOMINION, COLONIAL AND OVERSEAS) 


HEAD OFFICE: 54 LOMBARD STREET, LONDON, E.C.3 
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with which to launch an operation of this kind. With the grow- 
ing disintegration of the currency system in China, there is, 
however, mounting evidence of an increasing volume of gold 
traffic with that country. Recent estimates from Hongkong 
suggest that on balance about a quarter of a million ounces of 
gold have been entering the mainland each week. A consider- 
able part of that gold makes its way to China through Manila 
and Hongkong. The usual refinement and reversal of Gresham’s 
law is once again being illustrated. Bad money, having driven 
out the remnants of the good, can then become so bad as to 
destroy all confidence in it and so stimulate the search for alter- 
natives such as cigarettes—or even gold. 


* * * 
Quarter’s Revenue Surplus 


Meanwhile, the contrast between this year’s Budgetary ex- 
perience and last year’s is emphasised by the quarterly Revenue 
Return—or would be if. the account was prepared on the more 
rational lines employed in the pro forma statement given by the 
Chancellor in his Budget speech. The quarter’s surplus of ordin- 
ary revenue over ordinary expenditure amounts, on the conven- 
tional basis, to £181 million, or appreciably less than the £220 
million “ ordinary” surplus in which Dr Dalton took such pride 
last year. But im fact the bulk of that surplus merely reflected 
his programme of “ clawing back” unspent credits left over from 
various wartime votes. Most of these purely nominal credits 
were brought into the account in the first quarter of 1947-48 
and were shown in the wholly abnormal contribution of no less 
than £143 million in that period from Miscellaneous receipts. In 


. the past quarter this item has contributed a mere £14} million, 


a difference which much more than explains the apparent decline 
in the ordinary surplus this year. Indeed, if all receipts from 
the three principal sources of abnormal revenue—the disposal 
of war stores, surpluses from trading services, and Miscellaneous 
receipts—were wholly excluded from the reckoning, the account 
for the past quarter would still show a surplus of £147 million, 
in contrast with only £27 million on a similar basis for the first 
three months of 1947-48. ' 

It follows, therefore, that all the main items of revenue show 
substantial increases over the year, the most noteworthy being 
the jump of £49} million to £183 million in Excise and increases 
of £22.8 million (to £209 million) in Income Tax and £16.7 
million ( to £22.2 million) in Profits Tax. ; 

The quarter’s experience, on the conventional basis, is sum- 











marised in the accompanying table :— 
a sc Liapetiilliah cape caati 
Ast Quarter Estimate 
for Year 
1947-48 sece-cg | = 10-49 
Ordinary Revenue .....seseeeses 840-0 794-8 | | 3,765-3 
Ordinary Expenditure*® ......0+++ 619-8 | 613-8 | 2,975-7 


+ 220-2 +181-0 | 4+-789-6 


* Exdoding Sinking Fund. 


Expenditure, it will be seen, shows only a fractional decline 
from its 1947-48 level, although the year’s estimate envisaged 
a decline of nearly £80 million. Expenditure below the line, 
moreover, has been heavier than in the corresponding period last 
year. Loans to Local Authorities have risen from £39.8 million 
to £70.7 million; £18 million has been advanced to the Coal 
Board and £17 million issued under the Cotton (Centralised 
Buying) Act. War Damage payments have required £34.5 
million, compared with £21.8 million. 

* * * 
Controversy on Commissions 


The petition sponsored by twenty-six stock exchange firms 
asking for the withdrawal of the new rules on the sharing of stock 
exchange commissions, due to take effect next year, has been 
backed by no less than 1,660 members, including 1,118 brokers 
and §04 jobbers. Considering that only some 1,300 members 
voted at the recent election of the Council of the Stock Exchange 
to which the petition was presented on Thursday, the weight of 
opinion against the new rules certainly appears formidable. The 
changes in the rules were confirmed last December ; they abolish 
the sharing of commission with solicitors, accountants and Public 
Trustee and the trustee departments of the banks, though business 
passed by the banks themselves is not affected. The new rules 
had a mixed reception, and representations have since been made, 
informally and later formaily, to the Council on behalf of a group 
of brokers asking that the question should be reopened and fresh 
evidence obtained. That opposition has since developed into an 
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effectively organised petition, sponsored by no fewer than 26 firms 


F 
of brokers. 
The circular which was issued on behalf of these firms put 
forward three main reasons for rescinding the new rules, First, n 
it held that the abolition of sharing of commission was unfair to Cc 
the agents concerned, and that its restriction to certain agents was il 
illogical. Secondly, the critics urged that the abolition of splitting B 
of commission in these cases will increase the cost of investment a 
and disrupt valuable links between clients and agents; and, P 
thirdly, they declared that the volume of business reaching the © L 
House would fall. The circular did not mince words. It brought ce 
out into the open the distinction which the new rules create bs 
between the banks and other agents—a distinction, it is suggested, H 
which marks the fear that the banks might retaliate if their sharing _ u 
of commission was abolished. It showed that the public could hi 
avoid the consequences of extra costs which were likely to arise 7 
through the abolition of shared commission by placing their cl 
business through the banks. And it declared categorically that ‘a 
the benefits of abolishing agency rebates would be far outweighed Pi 
by a reduction in the volume of business because four out of five 
of the principal channels through which agency business flows # 
to the Stock Exchange were stemmed, as 
To these forcibly expressed arguments the Council issued its 

reply last week. It answered few of the points in detail, reiterated th 
its conviction that the new rules were in the interests of members, __ w 
and emphasised—as it was fully entitled to do—its aim to raise _ m 
the status of stockbroking as a profession. The general case in hi 
favour of the “ rate for the job” can be argued as forcibly on the di 
Stock Exchange as outside. But if agency is productive and m 
enables business to be done more expeditiously, the agents are th 
entitled to some return for services rendered. are the two Is 
logical extremes of the argument. Both sides—the critics with qu 
their detailed case in opposition which is sometimes a little lal 
overstressed, and the Council, with its generalities and its resort ab 
to the prefectorial touch—have, it would seem, failed to bring the an 
extremes any closer. of 
* * * pr 

qu 

Agenda for the Miners th 
The miners’ annual conference, which opens in Whitley Bay wi 

on Monday, will be watched with special attention at this moment, of 

with the Coal Board’s first annual report due for publication 

within a few days, and with criticisms of the working of nationali- ex 
sation more strongly heard than ever before. The miners have wi 
plenty of criticisms of their own, and the whole question of the- san 
Board’s relations with its workers will be discussed on resolutions pen 
from Wales ; their chief complaint is of the lack of opportunity Sta 
for workers’ participation. The union has itself sent out a ques+ © Fo 
tionnaire to local branches and lodges in an attempt to ascertain wh 
rank and file opinion of the divisional administrations. But so far” are 
the volume of evidence is said to be disappointing. | of 
It is hard to see that the National Union of Mineworkers has wh 
serious ground for complaint against the Board. Scarcely a claim ug 

that has been advanced by the union since nationalisation has not to 


been gained. The Miners’ Charter has become an established 
fact. The principle of the five-day week has been conceded, 
minimum wages have been raised, and recently a supplementary © Hi 
compensation scheme for injured and disabled miners has been ) 
agreed. And the Board can hardly be accused of undue haste im 


taking disciplinary measures against absentees or unofficial strikers. — Sea 
Evidence of conflict between the interests of production and the ~ and 
immediate welfare of miners has been visible at every stage in the” con 
Board’s career. This was the underlying reason for Sir Charles ~ Joi 
Reid’s departure and for the recent resignations of so many divi- © tap 
sional officials. The same conflict is apparent in the negotiations gy ‘be 
now proceeding about a scheme for compensating men who 

become “ redundant” through concentration. Under an existing 9 


agreement, payment is made for 12 weeks in addition to unem- 
ployment benefit. The miners are asking for 52 weeks’ payment 
instead—and that it should not be confined to men displaced by — 
the concentration scheme, The Board, not surprisingly, considers” 
this claim exaggerated ; it has offered to increase the period 10 
16 weeks. If concentration and reorganisation are to be success 
fully carried out, the industry clearly cannot afford to create af 
army of pensioners, who would have no inducement to seek work — 
elsewhere or to train for another trade. 
The human and social problems involved in concentration 
should not be underestimated, and the Board is right to tre 
them seriously, as its experiences at Waleswood and elsewher 
have shown that it must. But it would be wrong, equally, for th 
Board to allow itself to be deflected from its task of producin 
coal efficiently and cheaply. From this point of view the miner 
proposals are no help, and the present stagnation of coal produc 
tion can only weaken their case. 
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Frustrated Exports 


Despite the increasing volume of British export trade, some 
manufactured goods can no longer find overseas markets. In some 
cases that is evidently due to import restrictions, but in others 
it results from saturation of the overseas market or from high 
British costs. Whatever the cause, stocks of these goods have been 
accumulating in this country and manufacturers are pressing for 
permission to sell these “ frustrated exports ” on the home market. 
Last week, Mr Harold Wilson announced the appointment of a 
committee of the Association of the British Chambers of Com- 
merce to advise the Board of Trade upon each individual claim. 
He emphasised, however, that permission would not be granted 
until the exporters could show that every effort had been made to 
find alternative markets. Mr Wilson quoted the case of British 
motor car exports. Last year, forty-eight foreign markets were 
closed to them ; yet alternative outlets had been found, and by 
last April Britain had established itself as the world’s leading 
passenger motor vehicle exporter. Indiscriminate diversion of 
supplies to the home market will not be permitted—and quite 
rightly so. The committee will advise diversion only when it is 
assured that the goods cannot be sold at a “ reasonable price.” 


These are unexceptionable principles, and it is to be hoped 
that*they will be closely followed in practice. Yet such a policy 
will not reach the heart of the problem. More radio sets, 
mechanical lighters, plastic goods and “old look” clothes may 
have been produced than the export markets can absorb, yet if 
diversions of accumulated stocks to the home market are per- 
mitted without any condition that the rate of output is curtailed, 
the export drive will be seriously impaired. Unless there 
is a good chance that alternative export markets will be 
quickly found, the surplus productive capacity, particularly the 
labour, must be switched to production of more readily export- 
able goods or to other essential industries, despite the dislocation 
and short-term unemployment which might ensue. One means 
of enforcing such a policy would be to ensure that exporters’ 
priorities for labour, capital equipment and raw materials are 
quickly revised when their exports are frustrated. It is important 
that such priorities should not continue to be given for production 
which is merely serving the less essential or even luxury demands 
of the home market. 

In all this, a distinction must clearly be drawn between those 
exports Which are frustrated by import restrictions and those for 
which no genuine overseas market exists. Import restrictions 
may be overcome by bilateral agreements; but exporters are 
complaining that the Government is not taking a firm enough 
stand on the inclusion of less essential exports in the trade pacts. 
For example, British radios may not be exported to Scandinavia 
whereas Dutch sets can. Where, however, the external markets 
are patently inadequate, there is no alternative to the diversion 
of productive capacity, under reasonably close supervision. Even 
where a large export market exists, there is apparently need for 
tighter administration, as the admitted leakage of “ export” cars 
to the home market shews. 


* * * 


Higher Wool Reserve Prices 


Wool prices have remained very firm throughout the current 
season, apart from a temporary break at the end of February, 
and increases have been particularly marked for better quality 
combing wools. Consumers are still insistent on quality and the 
Joint Organisation’s stock of combing merino has dwindled 
rapidly, The main problem now to be solved is the disposal of 
the stock of medium and coarse crossbred and carbonising wools ; 


APPROXIMATE RESERVE PRICES FOR WooL 
(Pence per Ib.—Clean Delivered Cost) 





the new schedule of reserve prices for the 1948-49 
to provide ar ae peel solution. The reserve pric 
Pretend to represent the costs of producing wool. ¢y are fixed 
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by representatives of the Governments of the United Kingdom, 
Australia, New Zealand and South Africa in order to give some 
measure of stability to the woolgrower and at the same time to 
assist the disposal of accumulated wool stocks. If any lot of 
wool fails to reach the appropriate reserve price, the Joint 
Organisation buys it in and adds it to its stocks. 

The adjustments which have been made bring the different 
reserve prices more into line with those established in the wool 
auctions during the past two years. Thus, they take account of 
the greatly increased prices for merino and fine crossbred wools, 
and also of the margins between wools differing in quality, length, 
style and fault. The average reserve prices for the better types 
have been raised considerably—in some cases by more than 20 
per cent—while those of 50’s quality and under remain unchanged. 
By this method it is hoped to impress upon wool growers, particu- 
larly in New Zealand where they can exert some control over the 
quality of the marketed product, the need to produce wool as 
free from fault as possible. 

The Joint Organisation does not disclose its reserve prices, but 
it has announced that for next season the average increase over 
1947-48 for Australian wool will be about 20 per cent (ex-store 
greasy basis), for South African about 18 per cent and for New 
Zealand greasy wool about 4 per cent. It is an open secret that 
the reserve level for the first postwar season (1946-47). was 
practically identical with the final schedule of fixed selling prices 
in force up to June, 1946. Last season, increases of just over 
10 per cent were made in the reserve prices for merino, less than 
Io per cent for fine crossbreds, while medium and coarse cross- 
breds were unchanged. Hence, to obtain the average increases 
in the new schedule, reserve prices for merino must have been 
raised by 25 per cent, fine crossbreds by 10-12} per cent and 
medium and coarse crossbreds again left virtually unaltered. Thus 
it is possible to calculate the approximate reserve prices for 
specific qualities ; these are shown in the table in the adjoining 
column, together with the previous seasons’ reserve prices and 
the corresponding current market prices. 

On lower quality wools, there is little room for manceuvre 
between the current market price and the reserve level, whereas 
merino prices could fall by over 50 per cent before the Joint 
Organisation was called upon to intervene. So far, reserve prices 
have had little or no effect on the course of wool prices; if 
demand is sustained, they are likely to continue to provide only a 
theoretical floor to the market. But manufacturers, who are now 
believed to be holding 6-9 months’ stock of wool have a higher 
minimum stock value for the coming season. 


* * * 


Imperial Tobacco’s Short Term Finance 


The suggested issue of an additional £10 million ten year 
notes by Imperial Tobacco has now been made at terms a good 
deal less favourable than those of the existing £10 million out- 


MATTERS OF FACT 


Ever since its earliest days, over a century ago, THe 
Economist has taken as its task, not merely to comment on 
the passing scene of events, but also to provide a permanent 
record of facts, both statistical and documentary. 


In these days of paper- shortage, this task cannot’ be 
adequately performed within Tue Economist itself. 
Accordingly the Records AND Statistics Supplement to 
Tue Economist was started early last year to take over this 
function and perform it in a fully adequate, specialist form, 


20 to 24 pages (and sometimes more) of Tue Economist, 
entirely devoted to the recording of factual information, 
Nowhere else in the world are so many facts put so promptly 
on record, 


| 
| 
| * Each issue of Recorps anv Sratistics is the equivalent of 
} 
i 


REcorpDs AND Statistics is available on postal subscription 
| only, The subscription rates are £2 10s. a year for 
RecorDs AND Sratistics alone or £5 together with Tus 
Economist, 


The Economist 


22, Ryper Srreer, St. James’s, Lonpon, S.W.1. 


’ 
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standing 3 per cent ten year notes 1950-55. The new issue bears | 


a rate of interest of 3} per cent and has been placed privately 
at 99} por cent. This financing brings the company’s total 
outstanding short term indebtedness up to £56,383,465 (includ.ng 
bank overdrafts to the extent of £26,383,465 ay shown on October 
31st in the most recent balance sheet). This compares with 
£50,420,985 of issued capital, consisting of three preference issucs 
totalling £12,857,936 and the ordinary capital of £37,563,049. 

A note in The Economist on June 12th pointed out 
that the need for a further increase in the resources of the group 
has arisen largely from the higher costs of stocks resulting 
from the increase in the Tobacco Duty last April, although 
the effect of the Duty has to some extent been mitigated by a 
reduction in the physical quantity of leaf. Indeed, consideration 
of the Bonus Issues Tax aside, it is the uncertainty of the future 
level of stocks which has presented the Board with so much 
difficulty in deciding on the right level of permanent capital. The 
problem of funding at least part of the outstanding short term 
debt will persist, for it is not likely that the company will make 
any move until the Chancellor has made up his mind on the future 
of the Bonus Issues Tax. 


* * x 


Sugar Prospects and ECA 


The international sugar market has felt the full impact of 
dollar shortage in the past twelve months. The major exporters— 
Cuba, Haiti and San Domingo—come within the US monetary 
area, and importing countries have had to restrict their purchases 
from these sources well below their current needs. Thus effective 
world demand has been much smaller than world production 
(which in the current season was only § per cent below the 1937-38 
output) and stocks have accumulated in the exporting countries. 
Their weight has been partly lifted by large purchases by the 
American Government for its occupation areas, but they have not 
been sufficient to bring supply and demand into balance. Sugar 
exporters have therefore turned with eager expectation to the 
prospects for Marshall aid; but it is mot at all certain at the 
moment that ECA grants wil: afford them any material relief. 

The original programme of allocations made by Mr Paul Hoff- 
man proposed that 2,300,000 tons of sugar from Western Hemi- 
sphere countries should be included in the first year’s American 
Aid. But even if funds are specifically earmarked in the: pro- 
gramme for the purchase of sugar, there is no guarantee that sugar 
supplies in the recipient countries will be any larger than they 
have been during the current season. Indeed, granted the prob- 
ability that the appropriation of funds for ECA will be less than 
the total amount originally authorised, purchases of sugar are 
likely to be smaller than a year ago Moreover it will not follow 
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ac Pro- a Area 

a | rea | (esti- 

+See ae mated) 

000 | 7000 | '000 | "000 | ‘000 

acres tons acres tons acres 

Ws 5 5 5s p:0 tk 44> dob does 106 232 126 1% 116 
Czechoslovakia... ....2.2..02. | 409 592 421 350, 435 
Danmarlt sis AS 6. CASS 106 212 108 152 104 
WNOOT 945 60s cis seakenecal 488 750 650 618 
MOMONY oe. cs oes ch eouesets 805 984 870 772 890 
NOI iain. sck cue aise s heed lll 235 126 220 lll 
mmenry Peet Vivi Sie wi cea ew a a | 230 155; 27 

RORY Wa titincd ss eapap eden’ i 28 215 | 

eel... ce 418} 419 | a8| stt| oat 
Rumania: . 350502 i vcded. ot 08 8) 3% 124 | 8 124 
BOOMS on cnn ks vdncagneskweis 195 162 200 128 . 235 
Sede 650. os OS a 135 ' «286 1139 237; 1g 
TURkey  .wsenhsescenssnee seek 66 99 106 102 106 136 
United Kingdom 2272200017 414} 600} 380! 457| 404 
Others (excluding USSR) 227 il 250; 211' 2% 254 273 
i icicle eect cd eS 

Total (excluding USSR)... 4,098 | 1,085 | 3.997 | 6,165) 4417 | 4,472 | 4,651 

‘hte i acetic Sl ieillnen li Nh AG insta entice Pecan 8 

* Excludes prodaction in Lithuania, Latvia and Danzig. Tt Area for Sugar only. 


>} May include beets for alcohol manufacture. 
Source: C, Czarnikow, Ltd. 
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that : ee under ECA grants or loans will necessarily form 
an ition to the puschases which importing countries might 
otherwise have made independently. To some extent, Marshall 
Aid sugar will replace sugar which might have been paid for out 
of importers’ own exchange resources. Only recently Mr S$ 
admitted in the House that “we cannot afford the dollars for 
additional supplies and our stocks are only sufficient to: maintain 
‘the present rate of distribution.” 
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As Messrs C. Czarnikow, Limited, have po:nted out in a recent 
review, the European sugar beet harvest will have an important — 


bearing on the import requirements of these countries. Area under 


beet for the new season (excluding the USSR) is about 5 per 
cent larger than in 1947 and 14 per cent above the prewar level, 
Last season, European sugar production was disappointing owing | 


to the drought; the increased sugar content due to the 


spell of very fine weather only partially offset the loss of root 
The reserve of moisture in the ground in many areas” 
has been less than normal for the time of the year, but there 
is a good chance that, given favourable climatic conditions, crops 


weight. 


may yield a full return, particularly as they have had a good start, 
If such conditions obtain, European production might be 9 per 
cent higher than in 1937-38 and 70 per cent above last year’s low 
figure of nearly 4,500,000 tons (raw value) ; in which case import 
requirements are Iikely to be correspondingly reduced. Fe 


* * * 


More Export Guarantee Facilities ; 
The new Export Guarantees Bill makes no changes in the 


system of export credit guarantees as it has operated since the © 


end of hostilities. Its purpose is simply to raise the limits of 


the amounts which the Government may have under gua/antee- 


at any one time. The limit on the total of guarantees of all kinds, 
which was raised from £75 million to £200 million by the Act 
of 1945, is now to be increased to £300 million, and increases 
are also proposed in the specific limits which are imposed upon 
certain particular kinds of guarantees. But although the new 
bill serves this formal purpose, its significance is more than 


formal. It indicates not only the growth in export business but - 


a change im its character. In the past two years the amounts 
granted by policies issued by the Export Credits Guarantee De 
partment has risen by almost 160 per cent; the total for the 
financial year 1947-48 was £186 million, compared with {£72 
million in the first postwar year. In the early phase of the export 
drive, effort was necessarily concentrated upon sales for cash and, 
indeed, when the scarcity of goods was at its height, exporters 
frequently found no difficulty in securing payment actually at the 
time the order was placed. Now, as the pressure relaxes and 
conditions swing steadily from a sellers’ to a buyers’ market, it may 
be presumed that Britain’s customers will increasingly expect 
credm terms. Part of the very large increase in demands for the 
facilities of the Department in the past year or so may reflect 
changes of this kind; there is little doubt that this influence 
upon the demand for the facilities it offers will be increasingly 
apparent in future. ‘3 
The policies issued by the Department are not, of course, by 
any means confined to insurance of credit risks. They cover most 
of the risks associated with international trade and, since 194§, 
when the changes made as emergency measures early in the wa 
were consolidated into the peacetime arrangements, all risks have 
been combined in a single comprehensive policy. Exporters aft 
not obliged to take the full cover unless they wish ; they cann 
however, insure against transfer risks—that is, against the possi 
bility that the funds due to them, though paid in foreign currency, 
cannot be turned into sterling—unless they also insure against 
the risk of the buyer’s insolvency. a 


x «x * 
Trade with Chile _3 


The Treasury-Bank of England delégation which is touritg 
South America appears to have achieved considerable success it 
its negotiations with Chile in Santiago. The only detail to re 
London of the new payments agreement which was signed thet 
at the end of last week is that Chile has now entered the tramr 
ferable account area and has left the group of countries m 
“ American accounts.” This means that British trade with Chil 
which hitherto has been conducted on what is virtually a dolla 
basis, will be conducted in sterling. The technical changes hat 
been made and the necessary instructions sent to bankers in thi 
country. These require that as from June 30, 1948, payments 
to Chile must ordinarily be made in sterling to a Chilean trait 
ferable account or té a Chilean account. The shift of trade wil) 
Chile froni a dollar to a sterling basis is doubly welcome in thi 
it refers not merely to the strictly bilateral trade between Chil 
and the sterling area, but to the far wider sphere of operatiél 
which Chile will be able to transact in sterling by virtue 0 
membership of the transferable account group. It she ; 
noted that transferability of sterling in Chilearr transferable 
account will be automatic and will not have to be authoris 
for each particular This admission of Chile into # 


\ transaction. 
still sizable group of transferable account countries is a significa 
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token of the slow climb back of sterling to the status of an 
international currency, from which so great a fall was suffered 
in August of last year when convertibility had to be suspended. 
* *® x 

FCI’s Loss 

The report of the Finance Corporation for Industry for the 
year to March 31st last provides little evidence that the facilities 
of the Corporation have been used on the increasing scale which 
had been envisaged when it was launched, under Government 
auspices, three years ago. Indeed, the total commitments, which 
have expanded since July 17th last year from £40,733,451 to 
£41,275,750, are still heavily weighted by the £35 million of 
finance promised to the Steel Company of Wales. These figures 
of commitments do not, in any case, measure the volume of 
businéss actually done. This is shown in the increase of 
£2,875,750, to a total of only £4,737,801, in loans and acquired 
shares. Funds for the requirements of the Corporation have again 
been largely obtained from bank advances, which have been in- 
creased from £1,551,187 to £4,502,714. Owing to the writing off 
of £90,000 on a secured loan, operations for the year have resulted 
in a loss of £3,408, bringing the total deficit carried forward up 
to £28,636. This loss of £90,000 has arisen as a result of the 
assistance given to a company which had secured a substantial 
development contract from the Government for work of ex- 
ceptional national importance. The contract had subsequently to 
be cancelled and a receiver was appointed to protect the Corpora- 
tion’s interests. The figure represents the total financial loss 
which must be borne by the Corporation, since the Government 
is to carry the remaining loss. Participation in enterprises spon- 
sored by Government departments for which other sources of 
finance are not readily available is certainly an appropriate activity 
for the Corporation if each project can be judged on its merits. 
But in other cases such activity is bound to raise difficult questions 
about the extent of Government responsibility for any losses which 
may arise. It would be interesting to know on what principles 
the apportionment was decided in the recent case. 


* * * 


Associated British Picture Setback 


The preliminary profits statement of Associated British 
Picture Corporation for the year ended March 31st last reveals 
a fall in profits before taxation from £2,529,479 to £1,502,239. 
In consequence of this not unexpected result, the final dividend 
of the company has been reduced from 20 per cent to 15 per 
cent—following the warning given last February when the interim 
dividend was cut by 2} per cent to 7} per cent. Even the sub- 


stantial alleviation of the taxation charge, which is provisionally - 


given as £988,338 compared with £1,573,305 in 1946-47, has not 
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prevented a sharp decline in earnings on ‘the’ highly geared 
ordinary capital from 67.9 per cent to 30.1 per cent. a 

These figures confirm what has been. patently obvious for a 
year Or more, that cinema attendances had fallen. In fact, the 
chairman at the annual meeting of the company a year ago sug~ 
gested that cinema audiences had passed their peak, and the fall 
which has since occurred has been attributed to lack of new 
American films and indifferent reception of re-issues, as well as 
to the basic economic fact of declining spending power. It 
remains. to be seen whether the re-appearance on British screens 
of Hollywood films will fill the cinemas again. But this week’s 
movement in the shares of film companies, both on the exhi- 
biting and producing sides, have reflected apprehension about the 
immediate prospect of a recovery in box-office takings. In the 
meantime, overhead costs of exhibiting, which have been con- 
siderably increased in the past year by the new wage scales, will 
continue to take their toll. 


Shorter Notes 


The Hungarian Legation in London announced on Wednesday 
that the time limit for registration of shares held abroad in Hun- 
garian nationalised companies has been extended to August 31, 
1948. As a Note in these columns last week pointed out, regis- 
tration of all holdings by the original date would have been 
impossible. Bonds, loans and debenture stocks remain exempt 
from registration. The time limit for registration of shares in 
banks and ofher financial institutions expired on Wednesday. 


* 


The Egyptian Government has decided to reopen the 
Alexandria cotton futures market at a date to be announced by 
the Minister of Finance. The new basis for contracts will. be 
long staple (Karnak) and medium staple (Ashmouni). Both 
Sakel and Giza No. 7 varieties are being suppressed. The new 
Egyptian crop is expected to yield nearly 670 million lb., or over 
Io per cent more than last season’s, despite the more severe 
attacks of the cotton worm, 


* 


Production of cotton yarns (including waste yarns) in the week 
ended June 12th—18.44 million lb.—was greater than in any 
week since the end of the war. The weekly average in May was 
16.52 million Ib. ; in 1947 it was.14.24 million. Recent increases 
in output will help to swell yarn exports, particularly as the 
proportion of their production which spinners and doublers may 
export in excess of their cific export allocations has been 
raised from 24 to 4 per cent for the third period of the year. 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports appear in the Supplement: Rolls-Royce; J. Lyons; Wiggins Teape; Thomas De La Rue; John Brown and Company. 
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COMPANY MEETINGS 


THE BRITISH DRUG HOUSES, LIMITED 


APPRECIABLE INCREASE IN TURNOVER 
INCREASED COSTS AFFECT PROFITS 
CONTINUED GROWTH OF BUSINESS 


The annual general meeting of The British 
Drug Mouses, Limited, was held on the 25th 
ultimo at Winchester House, Old Broad 
Street, London, E.C., Mr Francis H. Carr, 
CB.E., D.Sc. F.R.LC. (chairman of the 
company), presiding. 

The secretary (Mr Antony Rendall, A.C.A.) 
read the notice convening the meeting and 
the report of the auditors was read by the 
representative of Messrs. Price, Waterhouse 
and Co. 

The following is the report of the directors 
(enlarged so as to incorporate the chairman’s 
statement), which was circulated with the 
accounts for the year ended December 31, 
1947 :— 

The Chairman, in introducing the report 
of the directors, recorded with deep regret 
the death, on June 14th, of Mr F. C. O. 
Shaw. Mr Shaw joined the board in 1919 
and was managing director at the time of 
his retirement towards the close of 1947. His 
whole business life was devoted to the com- 
pany’s interests, and it had been, to a very 
large measure, due to his efforts that the 
present great demand for its products in 
almost every foreign market had been built 
up. 

The trading year under review—like its 
predecessor—has been a period full of diffi- 
culties. Though the fuel and power crisis in 
the early part of 1947 did not, to any great 
extent, directly hit your company, it? in- 
direct repercussions were considerable and 
costly. It gave risc to many new and un- 
expected shortages, some of which involved 
materials vital to wide ranges of our pro- 
duction and presented us with problems for 
which there were no easy or painless solu- 
tions. In some instances the’ consequent 
interruptions of production resulted in sharp 
increases in costs ; while the fact that such 
increases were temporary precluded us from 
attempting fully to recover them by raising 
prices. 

KEENER COMPETITION 


In addition, expenses of many kinds, par- 
ticularly the cost of labour, increased during 
the year and competition grew. noticeably 
keener, especially in overseas markets, re- 
ducing margins between costs and selling 
prices and necessitating increased expenditure 
on sales promotion. 

As a consequence of these factors and in 
spite of an appreciable increase in turnover, 
profits before taxation fell considerably. 

Your directors have taken energetic steps 
to meet this situation by cutting down ex- 
penditure wherever possible and by pressing 
on with the company’s postwar programme 
of reorganisation and re-equipment. They 
are confident that your company entered 
1948 in a much improved condition to meet 
whatever difficulties may lie ahead. 


PROGRESS OF THE FACTORIES 


_ The re-equipment and modernisation of 
the London factory—which is still responsible 
for by far the major part of our production— 
has progressed well and should be substan- 
tially pemmeees a Oe oma of the a 
year. This will enable your company y 
to play its part in supplying the increased 
quantities of medical and pharmaceutical 
reparations that seem likely to be required 
ree the introduction .of. the National 
Health Service in July, 1948. 

The additional. premises. in Kensal Road, 


to which we referred in our last report, are 


now in use and have had concentrated in 
them a large part of our filling and packaging 
work. However, the full benefit of the new 
organisation will only be realised towards the 
end of this year. 

Our new factory at Poole, Dorset, for the 
manufacture of laboratory and industrial fine 
chemicals, can now be considered as having 
overcome its teething troubles, and we can 
reasonably expect that it will soon take its 
place as a valuable contributor to our profits. 
Its output increased steadily during the year 
and has continued to increase in 1948. 

We have not yet succeeded in acquiring 
a suitable site outside London on which 
ultimately to build a new pharmaceutical 
works. Nevertheless, with the assistance of 
the Ministry of Town and Country Planning 
and other Ministries, investigations are pro- 
ceeding. Even if we secure a site, however, 
it is likely to be some years before we can 
use it, owing to the restrictions on building 
and on capital expenditure generally. 

* 


OVERSEAS SUBSIDIARIES 


The progress of your subsidiary companies 
has been satisfactory. In Canada the new 
factory on the outskirts of Toronto has been 
completed, and 1943 should witness the in- 
auguration of a fresh phase in the life of the 
Canadian company. Its sales and profits 
advanced during 1947. Owing to the diffi- 
culty of remitting funds to Canada from this 
country, the Canadian company has had to 
finance itself by borrowing locally im recent 
years and, in so far as we have. been per- 
mitted to do so by the authorities in this 
country, we have left its profits to accumu- 
late in Canada to help with the financing of 
its expansion. 


The sales of our Australian company also 
increased during 1947. Although this com- 
pany’s profits before taxation were virtually 
unchanged owing to increases in costs, its 
final net profit showed a substantial increase 
owing to reductions in Australian company 
taxation. 


The sales of the South African company 
were maintained during 1947, and have been 
expanding encouragingly in the first months 
of 1948. We believe that this company, 
which was only formed in 1945, should soon 
be able to contribute satisfactorily to our 
profits. 


Our Indian branch, in the confused and 
difficult circumstances of’a year which wit- 
nessed greater internal stresses and changes 
in India than any, perhaps, since 1919, did 
well to maintain its sales, though with re- 
duced profits. After careful consideration 
your directors have decided that the time 
has come to establish a company in India 
and the British Drug Houses (India), 
Limited, has been formed, It started trading 
on January 1, 1948. 


EXPORT POLICY 


Your company has concentrated during 
1947 on the greatest possible increase of its 


_ exports consistent with the satisfaction of 


the needs of the home market, in the know- 
ledge that this was the policy called for in 
the national interest. As a consequence, over 
35 per cent. of our tetal sales arose from 
exports ; but it must be appreciated that this 
policy lays us open to a wide range of risks 
in times like the present, in which excep- 
tional difficulties in the transfer of cur: 

may arise and sudden changes occur in 


. should be adopted and that reserves 


f 
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extent to which imports may be allowed 
various countries. Be 

In these circumstances it is particuhy 
important that a conservative dividend pe¢ 


ae ae - a - taxation pe: 
msolidated profits ore charging ‘ 
tion amounted to £210,232, as 
287,139 in 1946, the decline being di 
causes described in. the earlier. 
ga of this report. The total pro : 
or taxation—assuming the aperoval of the 
6 per cent. dividend on the Ordinary shang 
recommended below—was £68,067, as againg 
£146,673 last year. Be 
Consolidated profits after providing (fq 
taxation, deferred repairs, amortisationy de. 
preciation and directors’ fees were £90362 
as against £91,637 last year, Of these com — 
solidated profits £16,649 has been left.ym 
distributed in the possession of the sui 
sidiary companies—the main part in Camadg — 
Br” 3 


DISTRIBUTION OF PROFITS 7) 


The distributable profit brought f wal 
by the parent company conseg ‘ 
amounted to £73,713. ey 

Including the carry-forward of £ 
there is therefore available for distri 
£78,663. 

Of this sum there has been distri 
by way of dividend, less tax, on the 5} 
cent. Cumulative Preference shares {1 

Your directors have appropriated 

to gemeral reserve ............... 
and recommend that a dividend 
be paid of 6 per cent. on the 
Ordinary shares, less tax, 


AMOUNLNE (0.0.0.0. sepeneers eee 800 
leaving a balance to be carried BES 
SORUPEINE IIE 2, svncnle-ennennenmeal - C14 : 


£78,668 
Your directors regard some £13,000 of the 
transfer to general reserve as in the ie 
of a special reserve against taxation that maj 
be incurred in some future years as @ | 
corollary to the substantial relief from 
tion obtained this year in respect of iit 
allowances on certain capital expenditur 
In recommending a dividend of 6 per 
on the Ordinary shares, as against 8 per 
last year, your directors have had in mind?” 
(i) The decline in trading profits d 
the year ; 


strengthening reserves ; and 
(in) The fact that its programme of 

organisation and re-equipment has 

volved substantial increases in its me 

and short-term borrowings. ye 

Your directors would, however, wish ® 
record that in their view your companys 
trading potential has been postr s ; 
ened during 1947, especially by measure 
taken in the last half of that year. a 


FINANCE “ss 


In our last report reference was made 
the need to raise additional funds to fi 
the increased scale of the business, and @ 
was indicated that ultimately it would Be 
necessary to issue further capital. Ase 


to proceed, during what can only be reg 
as an interim period, by means of bor 
ing on medium and short terms. 
teflected on the liabilities side of the 
company’s balance sheet by the appearance 
of the new items of unsecured loam” 
(£250,000)—repayable in 12 to 15 ye : 
and liabilities to bankers on accepted | 
(£200,000) and by the increase in the 
loan from £310,000 to £560,000. 

_ Sooner or later pertiar all of this bo 
ing will need to eplaced by Jong-tem 
aE mi eb the issue ta 
capital ; but for moment your director 
have considered that it was preferable: ' 


a 
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manent terms with the ultimate risk of over- 
capitalising the business. 


BORROWING POWERS 


It was for this reason that your directors 
sought and obtained the consent of the share- 
holders last October to an alteration in the 
articles of association increasing their bor- 
rowing powers from the nomina] amount of 
the issued share capital to the nominal 
amount of the authorised share capital. 
When obtaining that consent they indicated 
that they would submit a fresh resolution 
at the time of the annual general meeting 
fixing a limit to those borrowing powers that 
would net be linked automatically to the 
amount of the authorised share capital. 

An extraordinary general meeting has con- 
sequently been convened to follow imme- 
diately after the annual general mecting, 
when a resolution will be submitted limiting 
the directors’ borrowing powers to an aggre- 
gate amount “not exceeding £1,750,000 or 
the nominal amount of the issued capital of 
the company for the time being whichever 
shall be the greater.” This will have the 
effect of breaking the link between the bor- 
rowing powers and the authorised share 
capital while leaving the borrowing powers at 
a level that should, in our opinion, be ade- 
quate for your company’s foreseeable needs. 


GROWTH OF BUSINESS 


The continued growth of the company’s 
business, to which reference has already been 
made, is reflected throughout both the con- 
solidated and the parent company’s balance 
sheet. Fixed assets have increased through- 
out the whole group by £398,416 and current 
assets by £445,235. 

Current assets of the parent company at 
£2,506,264 exceeded current liabilities by 
£953,838. 

An explanatory comment is perhaps called 
for on the plant item in the parent company’s 
balance sheet. Since 1925—and up to 1947 
—plant has been shown at the valuation 
established in that year plus the cost of sub- 
sequent additions less the proceeds of assets 
sold. Against this accumulating assets figure 
an accumulating depreciation reserve was 
built up annually. Your directors decided 
to alter this method and to show in the 
balance sheet only those assets actually still 
in being and the reserves specifically provided 
against them, Such a change required. a 
detailed review of the assets, and conse- 
quently we took the opportunity, when they 
were being surveyed for insurance purposes 
by a firm of professional valuers, completely 
to overhaul our plant register values as at 
December 31, 1945, and the total net book 
value at that date was assigned to the indi- 
vidual items in the revised plant registers, 

As a consequence the balance sheet now 
before you shows the assets actually held by 
the company at December 31, 1947, at their 
written down values at December 31, 1945, 
with subsequent additions at cost and the 
reserve for depreciation provided for those 
assets in 1946 and 1947. This has been 
accomplished by reducing both the assets 
and the reserve for depreciation by the same 
amount and a similar adjustment has been 
made in the 1946 comparative figures. The 
figures for assets disposed of in 1946 and 
1947 have also been eliminated. We have 
also separated Joose tools from plant and 
these are now shown separately. 


DIRECTORATE CHANGES 


During the Jatter part of the year Mr G. F, 
Williams succeeded Mr F. C. O. Shaw as 
managing director and Mr Geoffrey Eley 
F. Ci" Betiwr tas Potlzanaishne tan 'velle co 

° 6 6 aw $ S $s seat on 
the Board: 

Your chairman and Mr R. R. Bennett, who 
retired from wholetime executive work with 
the company at the end of 1946, have acceded 
to the request of their colleagues to remain 
on the Board until the end of 1948, but have 
asked that they may then be released. Their 


‘ wish: to take this: opportunity of 
recor their gratitude to them for having 
stayed on after the dates at which they had 
originally intended to retire and to remind 
you how much your company has owed to 
their distinguished and devoted services over 
more than a quarter of a century. 

We would like to express our warm 
appreciation of the co-operation of the mem- 
bers of the staff at home and abroad through- 
out 1947 in circumstances of stress and diffi- 
culty that must often have proved extremely 
trying. 

The report and accounts were unanimously 
adopted and the dividends as recommended 
were approved, 

The retiring director, Commander Sir 
Hugh T. Dawson, Bt., R.N., was re-elected ; 
and the Auditors, Messrs Price Waterhouse 
and Co., were reappointed. 

At a subsequent extraordinary general 
meeting a resolution was passed altering the 
directors’ borrowing powers. 


NATIONAL BANK OF NEW 
ZEALAND, LIMITED 
EXPANSION IN ALL DEPARTMENTS 


The seventy-sixth annual general meeting 
of the National Bank of New Zealand, 
Limited, will be held on the 22nd instant in 
London. 


Sir Sydney Parkes, the chairman, in his 
circulated statement refers to the further 
expansion in all deparuments of the bank’s 
Operations, particularly in the growth of de- 
posits advances, and the subsiantial in- 
crease in the number of current accounts. 


Dealing with the balance-sheet, he states 
that the increase of £4,180,000 in deposits 
reflects the general trend of banking figures 


in the Dominion. Advances increased by 
£3,601,000 


The net profit at £139,550 shows a satis- 
factory increase, arising mainly from earnings 
upon a higher level of advances and from 
tax relief as a result of the recent agreement 
between the United Kingdom and New 
Zealand Governments for the elimination of 
double taxation. In addition to the usual 
allocations to premises and pension funds 
a transfer of £50,000 was made to contin- 
gency account.- The proposed final divi- 
dend is 3 per cent. (less tax at 9s. in the £), 
making 5 per cent. for the year. 


Referring to general business conditions, 
he states that trading continues buoyant and, 
although there are still shortages in some 
lines in everyday demand, many types of 
goods are now in adequate supply. 


The Dominion’s external trade has run 
at record levels for the year to December 
31, 1947. The net. overseas. assets of the 
Dominion. stood at. £NZ.84,916,000 art 
March 31, 1948, as. against £NZ.99,508,000 
a year. earlier. e major factor in this re- 
duction was the repayment in London on 
November Ist last of a fpauring sterling loan 
of £NZ.14,177,000. The secondary industries 
of the Dominion.continue.to expand. The 
building programme, which is the key to the 
future development of the Dominion, is still 
heavily in arrear. 


Dairy produce graded for export is higher 
than last year and it is expected that meat 
production for export will eclipse all previous 
records.. The good season, coupled with 
high prices at present ruling for wool, will 
result in. a record value for this year’s clip. 


Prices received for dairy produce and meat 
under the bulk buying contracts with the 
United Kingdom Government have in recent 
years shown smaller increases than have 
occurred’ in the general commodity price 
index. World conditions should ensure for 
some .years a steady market at reasonable 
prices for dairy produce and meat, but the 
outlook is less certain for wool as it is a 
raw material of industry and is sold at auction 
on the open market. . 
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“ SHELL” TRANSPORT. AND 
TRADING COMPANY, LIMITED 


ANNUAL GENERAL MEETING 


The annual gencral meeting of this com- 
pany was held on the 30th ultimo, in London. 


Sir Frederick Godber, the chairman, who 
presided, said : Ladies and Gentlemen, you 
have received a very full report this year and 
[ have nothing to aud to that report. There- 
fore I propose t& put the resolution to the 
meeting and I will ask Sir Robert. Waley 
Cohen to second it. Refore putting it to the 
meeting, if any of you have any questions 
you would like to ask I should be glad to 
do my best to ams:wer them. He proposed 
that the report and accounts be adopted and 
that a final dividend on the ordinary capital 
for the year 1947 of Is. per share or {£1 
unit of stock, free of income tax, be paid 
on. July 8, 1948, to those. members whose 
names were on the register on June 11, 
1948, and holders of bearer warrants who 
surrender coupon No. 89. 


Sir Robert Waley Cohen, K.B.E. seconded 
the resolution waich was cerried unan’mously. 


Marshal of the Royal Air Force, Sir John 
Maitland Salmond, G.C.B., C.M.G., C.V.O., 
D.S.O., Major The Hon. Peter M. Samuel 
M.C,, and the Right Hon. The Viscount 
Weir of Eastwood, P.C., G.C.B. LL.D., 
D.L. were re-elected directors. Mr J. W. 
Boyle, C.B.E., and Sir Kenneth B. Harper, 
who were appointed members of the board 
during the year, were re-elected. Messrs 
Turquand, Youngs, McAuliffe & Co., were 
re-appointed auditors. 


Mr Thomas Borthwick said that he did 
not want the chairman to declare the meeting 
at an end before proposing a vote of thanks 
to him and the board. -Mr R. S. Chandler 
seconded the tote of thanks and the motion 
was carried with acclamation, 


Replying to the vote of thanks, the chair- 
man thanked the members for their con- 
tinued confidence and said that it was a very 
great pleasure in the present difficult times, 
and to some extent times of frustration, to 
feel that the work done by the board received 
the approval of the body of shareholders. 
Times were not easy and he imagined that 
in the years to come—the next few years in 
particular—they would no: become particu- 
larly easier. He assured members that the 
board would give to their affairs the same 
conscientious attention which they had always 
endeavoured to do in the past. It was a 
unique occasion as it was the annual meet- 
ing following the fiftieth anniversary of the 
company. The company was old because 
oil was young. It was a young organisation 
and it was their constant endeavour to keep 
it young. He believed that the development 
of the industry was ‘still to a large extent in 
its infancy, and it was of the utmost import- 
ance that they should keep their thoughts 
yourg, as they had done in the past, so that 
in the future they would be prepared to think 
ve new things and go forward with» new 
ideas. 


He said he would like particularly to refer 
to their wonderful team of managing direc- 
tors jn the group of companies of whom they 
were so proud. Members would realise that 
a great part of the responsibilty in operating 
the management of their great concerm an 
its partner the Royal Dutch rested upen the 
shoulders of that group of managing direc- 
tors, These men had all grown up in the 
business and in that respect when people 
s of turninz over industry to the workers 
this was one of the great enterprises of the 
world which had always been and would 
always be managed by the workers, because 
these men had worked their way up with 
the business and reached the top by sheer 
merit in the real sense of the word. 


The proceedings then terminated. 
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ANGLO-IRANIAN OIL COMPANY, LIMITED 


RECORD TRADING PROFIT 


The thirty-ninth ordinary gencral meeting 
of the Anglo-Iranian Oil Company, Limited, 
was held in London, E.C., Sir William 
Fraser, C.B.E., the chairman, presiding. 

The following is an extract from his state- 
ment circulated with the report and accounts 
for the year 1947:— 

The trading profi of £33,412,939 exceeds 
that of any previous year in the history of 
the company and after providing for United 
Kingdom taxation, the amount available for 
reserves and dividends is £18,564,857. From 
these figures it is evident that the payment 
of a larger dividend than last year on the 
ordinary stock would be warranted. In view, 
however, of the clearly cxpressed wish of His 
Majesty’s Government in regard to the limi- 
tation of dividends, your directors have 
decided to recommend a final dividend of 
25 per cent, less income-tax, making 30 per 
cent for the year, which is the same as for 
last year. 

Before I describe the main events of the 
period under review, one outstanding feature 
of it deserves remark, namely, the -public 
interest aroused in the importance of Middle 
East petroleum production, in which your 
company plays so large a role, to the world 
economy. The western hemisphere’s con- 
sumption of oil products is row overhauling 
even the huge petroleum production of the 
Americas and the world at large looks in- 
creasingly to expanding exports from the 
Middle East to satisf< its needs. Europe in 
particular will depend mainly on the Middle 
East for oil supplies and this has recently 
brought to public attention what has been 
obvious to the petroleum industry for some 
years past, that the oil export centre of the 
world is likely to move from the western 
hemisphere to the Middle East. That area, 
where your company found the first oilfield 
forty years ago in Iran and where it is now 
so largely interested in various territories, is 
undoubtedly most richly endowed by nature 
with petroleum, 


PRODUCTION FIGURES 


Production of crude oil in Iran during 
1947 was 20,194,838 tons. Abadan refinery 
created another record by processing 
18,565,507 tons of oil, which I believe to be 
the largest throughput ever achieved by any 
refinery in a year. Our smaller refineries 
in the Middle East, at Kermanshah in Iran 
and Alwand in Iraq, have operated satis- 
factorily during the year at slightly higher 
levels than in 1946. 

The company’s relations with the Imperial 
Iranian Government remain excellent. 
While the Iraq Petroleum Company made 
good progress with the construction of the 
new pipeline to Haifa which I mentioned 
to you last year, unsettled conditions in 
Palestine prevent accurate estimation of its 
ge spent date. A 

n Kuwait very satisfactory progress has 
been made. 

In our search for oil in other parts of 
the world, no positive indication of oil in 
commercial quanuties has been found. 


REFINERIES 

Throughput at the Haifa refinery remained 
normal at about ,000 tons per annum 
until December 30 last, when it had to be 
shut down for twenty-four days following a 
bomb-throwing incident. Thereafter opera- 
tions were resumed until April 13 when local 
conditions enforced a shut-down which still 

"Our rel ies in the U Kingdom 
neries in the United Ki: have 
operated satisfactorily throughout the year. 
pcre ee po sage —_ - 1947 
against a normal capacity J tons, 
this increase being dae to operating adjust- 
ments, effective towards the end of the year, 
which will up capacity during 1948 to 
the rate of 8 tons per annum ; this 
figure is scheduled to rise to 3,000,000 tons 


per annum by the end of 1949 when the full 
expansion scheme for this refinery is com- 
pleted. Grangemouth refinery operated at 
its normal maximum cupacity of 360,000 tons 
per annum, which will be raised to the 
rate of 600,000 tons per annum in the current 
year. We have planned to increase this 
figure to 1,500,000 tons. In addition to these 
big increases in our two existing United King- 
dom refineries it is our intention to construct a 
large new refinery in Kent; and it is to be 
hoped that early approval will be given to 
what I feel can be regarded as an important 
national project. : 

For all our new developments, involving 
as they do drilling wells, laying pipelines 
and installing production, refining, transpor- 
tation and marketing equipment, housing and 
ancillary services on a large scale, sufficient 
supplies of steel are a first essential. With- 
out such supplies these large developments, 
with all their beneficial results to our national 
economy and European recovery, cannot be 
achieved. Our company, despite its dollar 
outgoings for essential equipment and sup- 
plies, is now on balance a dollar earner ; and 
every ton of steel we obtain is converted mto 
equipment which can enable us to increase 
our earnings of foreign exchange 

Our tanker fleet, which a year ago totalled 
96 shins of 1,100.000 dead-weight tons, has 
now increased to 106 tankers of about 
1,244,000 tons. Its capacity has thus been 
almost doubled in the past three years and 
now exceeds by over a quarter of a million 
tons our fleet in 1939. 


WORLD CONSUMPTION 


World consumption of petroleum products 
expanded at a high rate in 1947. The rapid 
increase in demand since the war has ex- 
ceeded the most optimistic estumates and has 
overtaken the industry’s ability, handicapped 
by war damage and postwar shortages of 
skilled manpower and material, to augment 
correspondingly its producing and marketing 
facilities. 

Conditions facing the petroleum industry 
in the United Kingdom, as elsewhere, con- 
tinue to be difficult, and even with the re- 
sumption of business by the individual com- 
panies we shall stil! not be able to reintroduce 
our BP brands of petrol and other products 
for at least six months. 

In comparison with prewar the consump- 
tion of petroleum products in the United 
Kingdom has increased mainly in respect of 
vaporising oil for tractors (in the supply 
of which our industry has played a vital 
part in the campaign for additional food 
production), diesel oil for heavy road 
transport and buses, and gas oil and fuel oil 
for industrial purposes. It is of interest to 
mention that the higher production of steel 
has been assisted in no small measure by the 
technical advantages offered by liquid fuel. 


RESEARCH 


In the important sphere of research our 
activities continue vunremittingly, True 
efficiency and economy in a progressive petro- 
leum industry require the best talent and 
equipment for solving present problems and 
forecasting future needs. Production and 
refining technique is under constant investiga- 
tion and development both in this 
and 9verseas, and in its work on the multi- 
farious derivatives of crude oil our research 
organisation co-operates closely with principal 
users of our products. Investigations at Sun- 
bury in the new field of fuels for internal 
combustion turbines are particularly note- 
worthy, and also researches into the produc- 
tion of valuable new chemical products from 
our raw materials. One of these, a synthetic 
soap derived from shale oil, is now being 
arenes on a commercial scale in Scot- 
and. 


The report and accounts were adopted. 
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BOOTS PURE DRUG © 
COMPANY, LIMITED 
The sixtieth annual general mecting of 
Boots Pure Drug Company, Limited, | 
held on the 29:h ultimo at Beeston, in N 
tingham. The Rt. Hon, Lord Trent, ch 1 
man, presided, and in the course of I.1 
speech, said; — the 
We have again had a record year for T 
and have beaten last year’s figures by mar 
much as 14 per cent., leaving the new sh late 
out of account. as J 
On the drug company balance sheet we _ 7 
have increased the reserve against fall and 
value of stock. On the opposite side of the | yeal 
balance sheet it will be noticed that The 
are up by over £1,000,000. Bo be a 
= a 


A significant point is that a million pounds, for 
is locked up in the business for purchase ax 
This is a sum upon which, of course, we the 
make no profit and upon which we make on 
loss if the tax is reduced. The coilection of 
this tax adds substantially to the costs of 


distribution. - 

Turning to the profit and loss account 7 
will be seen that the net profits of the > afte 
come out at £948,401 against £1.09 5 the 
After deducting profits retained by the E sho 
retail companies and the amount they have oom 


paid as preference and preferred ordinary Ge ‘he 
dividends, the result is a drug company net adj 








profit of £679,428 against £756,470, the 
there is a balance of £215,846 to be carrigd fror 
forward to next year. Over 65 per cent, o& -_ 
the increased expenditure for the year ended saper 
March 31, 1948, was due to increases @ a 
salaries and wages. aa ai 

An analysis of the year’s trading shows the 


that, for every £1 we took, the allocation of rate 



























expenditure was as follows :— Ay am 
Cost of goods ............00 9s 34." a 
Rent, rates, depreciation, id " 
CRETIOMS, ClC....00.50-s000r8 2s 40, ae add 
Taxation, including pur- ‘ the 
ChneteM8 . .iii, Jadh. ce 3s. Lid. a re 
Salaries, wages and pen- % last 
SOUND . aside i kievk ods 4s. 8d. & whi 
Paid to shareholders ..... ‘ 34d, 4% bal 
Retained in the business... 4d. 
What of the future? What are the com I 
pany’s prospects? There are far too i 


imponderables for anybody to be able @ 

answer these questions. Can anyone f 
in what condition the country will find itself 
six, or even three months hence? Even wifi - 
Marshall Aid we are living on the ve 
remnants of our capital and exhausting our 
reserves far too rapidly. We are consume 


rear 
poi 
atte 
you 
of c 
any 
borr 


: by 


more than we produce and the truth is sti 
concealed from the masses of the people F 
feel well off because they think they call 
afford to pay 3s. 6d. for 20 cigarettes and 
£4 10s. for a ton of coal. e 
Meanwhile one or two breaks have 
appeared in the clouds, as far as your come 
pany is concerned. There are, for instanos, 
healthy signs of much keener competition it _ 
the distributive trades and it may be take 
for granted that net profits will increase 
in those firms Which can show 
There are two of three realists in 
Government and it is to be hoped. that th 
counsels will prevail before it is too | 
They must know that there is a middle way 
between the State-shackling of industry am 
a free-for-all scramble. If that middle path | 
is followed, the prospects for this company 
—and indeed for Britain itself—will in 
opinion be bright. 








Any shareholder desiri we 
chairman’s speech whondld ‘abply 10 oh 


tary, Boots Pure Company, 
Station Street, okiaten 
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THE ECONOMIST, July 3, 1948 


The fifty-fourth annual general meeting of 
J. Lyons and Company, Limited, was held on 
the 29th ultimo in London. : 

The following is the statement of the chair- 
man (Mr Harry Salmon) which was circu- 
lated with the feport and accounts and taken 
as read: — 

This statement accompanies the report 
and accounts for the Company’s fifty-fourth 
vear which ended on the 3lst March, 1948. 
There are considerable changes in the form of 
the accounts, and we have included a consoli- 
dated balance sheet and profit and loss account 
for the company and its subsidiaries. These 
accounts conform to the requirements of 
the new companies act which comes into force 
on the Ist July. 


YEAR’S RESULTS 


| The net profit for the year is £591,631, 
after providing for all charges as shown in 
the profit and loss account. ‘The figure 
shown last year as balance from trading 
account was £985,425, In order to compare 
the results of the two years, that figure needs 
adjustment to a net profit basis. It would 
then become £590,806. The difference arises 
from a change in the method of dealing with 
income tax deducted from dividends. The net 
sum of £269,681 is absorbed by dividends on 
preference and preferred ordin stocks for 
the year, and the net sum of £51,048 has been 
paid in interim dividends. As you will see in 
the report, we are recommending the same 
rate of final dividend as last year, the net 
amount of which will be £178,666. The 
hg unallocated balance added to the carry for- 
“a ward is £92,236. 

aa The Finance (No.2) Act of 1947 imposed 
L additional profits tax of £34,970 in respect of 

+ Gee the year ended March 31, 1947. As this was 
pd. 98a restrospective charge, we have taken it from 

» 9s last year’s profit and loss account balance 
= which was thus reduced to £93,901. The 
id, balance now carried forward is £186,137. 





BALANCE SHEET [TEMS 


In the new form of balance sheet, there 
ae is an appreciable amount of regrouping and 
ore rearrangement, and there are one Or two 
points to which I should like to draw your 

attention. The substantial sums which, as 
you know, have been set aside for the purpose 
of conserving our resources and providing for 
OF @eeany unexpected circumstance have hitherto 
~_? borne the generic title of “ Reserves.” There 
| Meare now separate items for capital reserves 
“@eeand revenue reserves, and an entirely new 
Beheading “ Provisions.” The term “Provi- 

2 sions ” means, in the words of the new act, 

2 any sum “retained by way of providing for 
have @@meny known liability of which the amount can- 
come ot be determined with substantial accuracy.” 


. oa e figure of £962,287, shown under this 
stanoey eading, is set aside for two main purposes : 
tion he restoration of our establishments, with all 
. heir amenities, to their former first-class 
se only Sage Odition and the general resuscitation of the 


= usiness, Owing to the restriction of expen- 
anding TRiiture on decoration and the difficulty of 


btaining equipment, our e of 
4 odernisation is very seupael 
theif On the assets side of the balance sheet, the 
only change of any significance is in the item 
Fixed Assets.” Here, we show the method 
sed in arriving at the amount of each 
ind of asset, namely, cost less amounts writ- 


p ' en off or provided. 


d loss account show the position the 
ompany and its subsidiaries regarded as a 
ingle undertaking. an oe of the sub- 
idiary companies are wholly owned by us, 
3 put, in respect of those which are not, there 
é re 2 number of items in the balance sheet 
nd profit and loss account which show the 


The consolidated balance sheet and profit 


J. LYONS AND COMPANY, LIMITED 


ANOTHER SATISFACTORY YEAR 
MR HARRY SALMON’S STATEMENT 


amounts attributable to the outside share- 
holders’ interests. The accounts closely 
follow the form of the holding company’s 
accounts, and the figures do not call for 
separate comment. 

During the year, Mr Norman ee was 
appointed an ordinary director. He has had 
a long and thorough training in the business, 
and we welcome him to the seat on the 
Board for which he is qualified by his ability 
and his devotion to the Company’s interests. 

I think you will agree that the results of 
the year are satisfactory. This does not mean 
that their achievement has been easy, nor that 
they indicate any amelioration of the condi- 
tions which have hampered us in common 
with industry in general. There has been 
little relief from the restrictions of all kinds 
which we have felt for so long. 

In conclusion, I should like to thank our 
employees for their co-operation through- 
out the year. Our relationship with them 
is based on sympathy and understanding and 
an interest in their welfare and happiness, and 
there is between us and them a strong feeling 
of mutual respect and loyalty. 


CHAIRMAN’S SPEECH 


I should like to add a little to the state- 
ment which reached you with the accounts. 

A great deal is being said about the need 
to free world trade. Our own government 
appears to accept this, but it does not take 
what we think should be the first step of 
granting a measure of freedom to internal 
trade, where the present close control so 
greatly hampers initiative and enterprise. 

One form of freedom we urgently need is 
the right to make our own purchases abroad 
in place of the present system of government 
bulk buying. e know that the Government 
must impose some limit on the amount of 
money to be spent on imported food, but we 
think that the money could be used to greater 
advantage by those who, like us, can call upon 
the experience and judgment of a long- 
established buying organisation. We need 
also freedom from the system under which 
commodities are allocated to us. That sys- 
tem may be necessary if there is acute short- 
age of a particular commodity, but we think 
that when a substantial proportion of prewar 
supplies of any commodity is available, that 
commodity should be freed from it. This 
greater freedom would stimulate competition 
and increase efficiency and would, we are 
convitaced, best serve the public interest. 

The Government is now engaging directly 
in commerce and industry, including cater- 
ing. As if in return for that, commerce and 
industry has to carry more and more of the 
Government’s own burden, In our case this 
involves hundreds of thousands of hours of 
office work in a year—a substantial addition 
to our overhead charges. We have also to 
bear ever-increasing direct costs and charges. 
Our constant effort to keep down prices is 
handicapped by these increases. 


CHALLENGE TO PRIVATE ENTERPRISE 
ACCEPTED 


In these conditions, it becomes increas- 
ingly difficult to maintain the policy on which 
this business has been built up, namely, to 
give the highest value to our customers, to 
maintain the best conditions of employment 
for our staff and to give our stockholders a 
satisfactory return on their investment. All 
this is perhaps a challenge to us to 
show the resilience of private enterprise. We 
accept the challenge and shall do our utmost 
to preserve and expand the business by the 
same unremitting effort which has gone to 
the making of it. 

The report and accounts were unanimously 
adopted. 
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HARLAND AND WOLFF, 
LIMITED , 


SATISFACTORY ACCOUNTS 
VARIED OUTPUT OF SHIPS 
SIR FREDERICK REBBECK’S SPEECH 


The sixty-third annual general meeting of. 


Harland and Wolff, Limited, was held. on the 
24th ultimo, at the Registered Offices of the 
Company, Queen’s Island, Belfast. 

Sir Frederick E. Rebbeck, D.Sc., D.L., 
Chairman and Managing Director of the 
Company, pres‘ded. 

The Secretary, Mr A. T. Matshall, O.B.E., 
read the notice convening the mecting, and 
the report of the auditors, 

_ The chairman referred to .he report of the 
directors, which it was agreed could be taken 


as read? He felt sure the stockholders would - 


regard the report and accounts as satisfactory. 
Once again, he said, the company have 
headed the list for the output of ships, not- 
withstanding increasing difficulties in obtain- 
ing adequate supplies of steel and other 
materials, and the fact that, in consequence 
thereof, the works were not employed to any- 
thing like their full canacity. In 1947 a total 
of 183,509 gross tons was launched from the 
company’s Belfust and Glasgow shipyards. 
The output of machinery was 307,000 I.H.P., 
apart altogether from 49,000 I.H.P. which 
was completed for land installations and 
auxiliary purposes, 
is tonnage covers an unusually varied 
programme of new ship construction, consist- 
ing of large high-class passenger liners, cross- 
Channel vessels, cargo liners, oil tankers, and 
another whaling factory ship, as well as a light 
fleet carrier for the Royal Navy. Engines for 
oil pipeline work in the Middle East, for 
which large orders are in hand, are also now 
in process of being delivered. 


RECONVERSION CONTRACTS 


The establishments at Belfast and on the 
Clyde, as well as the repair works at London, 
Liverpool and Southampton, have also carried 
out important contracts in connection with 
the re-conversion of passenger liners now re- 
turning to their normal peace-time occupa- 
tion, as well as repairs to many hundreds of 
merchant ships of all descriptions. The execu- 
tion of this work has certainly enhanced the 
company’s good will. 

During the year there has been an almost 
complete absence of enquiries for new pas- 
senger liners, a class of tonnage for which the 
firm are especially equipped, but the exist- 
ence of a considerable volume of recondition- 
ing work nas so far prevented unemployment 
in the finishing trades. Orders for other types 
of ships, particularly tankers, have been freely 
placed, and the general expectation is that 
the present state of affairs so far as new ship- 
building contracts are concerned is likely to 
continue for a year or two at all events. 

All shipbuilding is now regarded as 
coming within the category of exports, and 
our orders for foreign countries include 
Norway, India, Holland and Argefitina. 
An important contribution is therefore 
being made to the Nation’s export trade. 


MATERIAL SUPPLY PROBLEM 


The major problem continues to be the 
question of supplies of material, the short- 
age of which is causing delay in the com- 
pletion of work and preventing the firm 
from making full use of their capacity, 
Another cause of delay is the introduction 
of the shorter working week. Employment 
throughout the year has been very steady, 
the total number of workpeople averaging 
more than 40,000. 

company’s engineering works on the 
Clyde are turning out as much work as is 
possible with the labour and material avail- 
able, but they are far short of these two 
essential requirements, and consequently 
these establishments also are not being used 
to their full capacity. 
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The company’s properties and plants 
have been maintained on a satisfactory basis 
throughout the year, and all the reconstruc- 
tion work in connection with air raid 
damage is completed so far as Belfast is con- 
cerned. In this connection a final settle- 
ment has now been agreed with the War 
Damage Commission. There still remains 
a considerable amount of air raid damage 
to be put right at most of the Branch estab- 
lishments, and it will be dealt with as 
opportunity presents. 


PRINCESS MARGARET'S VISIT 


The firm were greatly honoured in Bel- 
fast in the autumn of 1947 by a visit from 
Her Royal Highness The Princess Margaret 
to name the R.M.S. Edinburgh Castle under 
construction for The Union-Castle Mail 
Steamship Company, Limited, and, as is 
probably known, Her Royal Highness The 
Princess Margaret is to visit the company’s 
Govan shipyard in September next for the 
purpose of launching the M.V. British 
Mariner, an oil tanker which is being built 
for the British Tanker Company, Limited. 

The chairman took the opportunity of 
expressing the thanks of the Board to all 
those who had helped the firm in their 
great programme of work. 

The chairman then formally moved the 
adoption of the report and accounts, which 
was seconded by Sir John Craig, and 
unanimously approved. 

Thereafter Mr J. S. Baillie, London 
manager of the company who was recently 
appointed director, and had retired in 
accordance with the articles of association, 
was re-elected. 

Mr J. Morrison, Mr F. V. Spark and 
Mr A. T. Marshall, the directors retiring 
by rotation, were also re-elected, and the 
auditors, Messrs Price, Waterhouse and 
Company, were re-appointed. 

The meeting terminated with a unani- 
mous vote of thanks to the chair. 


LONDON ASIATIC RUBBER 
AND PRODUCE COMPANY, 
LIMITED 


Mr H. J. WELCH’S ADDRESS 


The annual general meeting of this com- 
pany, was held, in London, on the 28th 
ultimo. 

in tis oes, which was circulated to 
members with the accounts, the chairman, 
Mr H. J. Welch, said: — 

The year’s crop of 12,990,886 Ib. com- 
pares with 12,218,500 lb. harvested in the 
last twelve months before the Japanese in- 
vasion. The manufacture of Sole Crepe has 
been expanded much beyond the prewar 
figures; the 1947 output of 1,097 tons com- 
paring with 556 tons produced in 1941. We 
ma to produce at least a similar quantity in 

The total of the surplus and reserves 
amounts to £670,783, and is more than 
£15,900 in excess of the comparative reserves 
at the end of 1946. 

The credit balance of the Revenue accoun 
for the year carried to the appropriation 
account was £133,761, against £55,399 last 
year. Before arriving at this figure, £14,555 
was charged by way of depreciation of build- 
ings, machinery, etc, and no less than 
£178,237 had to be provided for taxation. 

_The directors recommend a payment of a 
dividend of 12 per cent., less tax. When 
considering this dividend they took into 
account the years during the war in which 
no dividend was paid, the strong reserves 
of the company and the apparently good 
prospects for the current year, They under- 
stand that the request of the Government 
to companies not to increase dividends was 
not intended to apply to companies such as 
this, which had suffered directly from the 
Japanese invasion and from the consequent 
non-payment of dividénds during the war. 

The accounts were adopted unanimously. 








A.P.V, COMPANY, LIMITED 


INCREASED PROFIT AND 
TURNOVER 


DR RICHARD SELIGMAN’S 
STATEMENT 


The thirty-eighth ordinary general meeting 
of the A.P.V. Company, Limited, was held, 
in London, on the 24th ultimo. 


The following is extracted from the state- 
ment by the chairman, Dr Richard Seligman, 
circulated with the accounts :— 


I am pleased to present the directors’ re- 
port and accounts of your company for the 
year ended December 31, 1947, which dis- 
close a very satisfactory increase in trading 
profits. It has been necessary on this occasion 
to delay the accounts for some weeks in order 
that a consolidated balance-sheet might be 
included. 


The trading profit, £196,015, is £69,489 
more than for the preceding year, and a sub- 
stantial increase in royalties received will also 
be noticed. 


The net profit, £170,399, is over £58,000 
more than for the preceding year, after charg- 
ing a much larger amount for depreciation. 


In February last I was approached by the 
president of the Federation of British Indus- 
tries in connection with the Chancellor of 
the Exchequer’s suggestion that dividends 
should be stabilised. After discussion with my 
colleagues on the board it was agreed that 
we should comply with the Chancellor’s re- 
quest. 


PURCHASE OF PARAMOUNT ALLOYS 


During the year we purchased all the shares 
of Paramount Alloys, Limited, which has pro- 
vided us with additional foundry facilities, of 
which we have been much in need. 


I must again draw your attention to the 
items for stock and work in progress, which 
together amount to well over £1,000,000. I 
touched on this subject in my statement last 
year, and although it is indicative of the 
volume of work which we have on hand, it 
is a matter of grave concern to your directors 
that these figures should be running at such 
a high level, and energetic measures have 
been introduced with the object of converting 
work in progress into finished products. As 
indicated in my previous statement, the 
supply position is largely responsible for this 
state of affairs. 

Under the staff profit-sharing bonus, which 
required £19,018 in 1946, £28,145 is payable 
in respect of the year under review, this 
being directly related to the increased net 

rofit earned. A substantially larger amount 

also been paid to hourly workers in re- 
spect of piece work and production bonuses, 
which again reflects the improved production 
which I forecast last year. 


CONSOLIDATED BALANCE-SHEET 


The consolidated bakance-sheet of your 
company and its subsidiaries indicates how 
your capital has been employed. 

_The issued capital, reserves and pore re- 
tained total £1,005,487, which been 
utilised as follows : — 


Excess of current assets over £ 
current liabilities .............. . 689,624 
a ee ele Sas aR 311,622 





PE 22 | nassenemstaipens nies denn ‘ 3,866 
Preliminary expenses ......... cos 375 
£1,005,487 

On the next occasion we shall be able -to 
consider a consolidated profit and loss account 
in addition to the with com- 


parative figures, but it is apparent from the 
statement now presented that the group is in 
a very strong financial position, although the 
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subsidiaries have not yet been able to an 
tribute to the profitability of your compa 
RECORD ORDER BOOK 


As will be seen from the figures I hy 


oe 


given you, the company’s activities incresged GC 
materially during 1947, In spite of @ F 
increased turnover we were left at the ed ‘i 
of the year with a larger order book thay” eae 
ever before. I do not myself regard qu) Mee °'' f 
very big order books as by any means ant sod 
mixed blessing. In so far as ey imply tae 
long delivery dates they cause dissatisf 17% 
on the part of the customer, especially of the’ £iit 
oversea customer, where, as is essential img ache 
period of rising costs, an escalator clausey 
included in the terms of contract. a OR! 


Your board, while bearing the trend of iy a al 
markets in mind, is, therefore, doing wha. 
ever is possible to increase its product 
capacity and considerable progress has already 
been made in this direction. ee 


NATIONAL NEED FOR EXPORTS 


Throughout the year your directors have 
had in mind the national need for 
and the activities of the whole organi 
have been largely devoted to furthering 
company’s contribution thereto. I am pi 
to report that export orders shipped in 
amounted to over 37 per cent. of the com 
pany’s total invoiced sales, a figure well @) 
excess of that demanded by the Gove r 


In conclusion, may I once more e¢ 
the great satisfaction with which the Boa 
has watched the efforts of your staff durim 
the year. The difficulties and petty . 
ances to which I referred last year have by 
means ceased to trouble them, and it is @ 
the more gratifying that they should 4 
been able to produce the results I have lag 
before you. wie 


The report and accounts were unanimousy” 
adopted. in 


BARRY AND STAINES 3 t 
LINOLEUM, LIMITED - 
DEMAND REMAINS HIGH _ 


The ordinary general ineeting of Barry & 
Staines Linoleum, Limited, was held on th 
23rd ultimo in London. a 

Sir John N. Barran, Bt. (chairman) in| 
course of his speech, said: The position & 
one calculated to give our stockholders com 
fidence. The main feature of the balance shet 
is the increased strength shown in our f& 
serves. Demand has continued high, but 
materials have been kept at the same high 
or even higher costs, and any increas¢ @: 
their controlled supply has been mi 
meagre. Our efforts to achieve export target 
have been hampered by import restri i008 
also. To taxation already excessively hia 
has now been added a profits tax which make. 
a fierce and iniquitous attack on all profit 
alike, even though “ploughed back.” On 
bright spot has been our dividend from 
Canada, the highest so far eat 

Unfortunately, the industries of thi 
country must still hack their way through A 
jungle of in delays, ref ~ 


= 





that. 


in able and alert buying, in 
mangement, i 
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GOVERNMENT RETURNS 


For the 11 days ended June 30, 1948, total 
ordinary revenue was /93,965,000, against 
ordinary expenditure of {£66,143,000 and 
issues to sinking funds £120,000. Thus, in- 
cluding sinking fund allocations of 42,384,458 
the surplus accrued since April Ist is 
{178,644,373 against £217,892,455 for the 
corresponding period a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 


ORDINARY 










REVENUE 

Income Tax...... J 

Bee-tOB 6c i oo bne'e 950 
Estate, etc., Duties’ 160, 000! 4,500 
Stamps......+..- 55,000: 10, ae 685) 600! 1,050 
B.P.T. .des tae 490 6 4,050 
Profits Tax . 1,950 
Other Inland Rev. 5 


SpecialContributn. 50, 000 


Customs. ....06+ 


Total Customs & 


ee eeeeee 


Surplus Receipts 
: from Trading. . 
oe P.O, Net Receipts 


imously- Ww ireless Licences. 


ef Sundry Loans. . 
apy Miscell. Receipts. . 


me] . ee Total Ord. Rev... 





D ‘ Sevr-BaLaNncinG 
“3 Post Office. ...... 
H . Income Tax 
ts E.P.T. Ref 
Barry & eee 
i on the in 
i Issues out of the Exchequer 
) in the to meet payments 
sition i ayers Ome thousand) 


EXPENDITURE 
Int. 


Total Ord. eee, veers oe BOS 
Sinking Funds . 


Se._¥-BaLANCING 





nt 2 After increasing Exchequer balances by £294,896 to 
‘dd co . {3,433,828, the other operations for the week decreased 


“¥ pt the gross National Debt by {21,098,194 to {25,694 million: 
this ’ a NET RECEIPTS ({ thousand) 
and em P.O, and TUN ec cikkacckbasb cansucases esse 4,820 
ear NET ISSUES (£ thousand) 
es in # E.P.T. Refunds . Ree eee ee eee eee 265 
rious (5 EE | cal Authorities Loans Act, 1945, sec. 3 (1).... 3,450 


ie War Damage: War Damage Commission........ 1,000 
1onCy WF Bee Finance Acts, 1946 and 1947, Post-war Credits... 413 


11,128 





CHANGES IN DEBT (£ thousand) 
Ner Receipts Net RePayMents 








24% Def. Bonds. . Treasury Bills .... 27,998 
Debt :— Nat. fox oa 200 
Internal........ 1 a eee : a 
Tax Reserve Certs, 4,868 caus Loan.. 
Treasury Deposits. 24, 500 ohh: Debt :— 
Exterbal ....... 5,324 
Ways and Means 
Advances ...... 14,760 
29,852 50,950 
® Including £2,100,000 paid off on maturity. 
FLOATING DEBT 
(£ milhon) 
Ways and 
jeans 
Advances 
Date Foun 
Bank : ing 
a ’ Debt 


Tender| Tap | Public 


Depts. | Eng- 
land 


1947 
June 30) 2180-0 | 2537-3) 369-9 
1948 


ee | 1442-0] 6529-2 


Mar. 13} 2160-0 | 2692-2] 416-7 | 6-0 | 1239-5/ 6514-4 
» 201 2160-0 | 2712-5] 403-8 | 20-5 | 1249-5! 6546-3 
a 4910-2 334-8 | 6-0 | 1291-0] 6542-0 

Apr. 10 | 2160-0) 2752-0} 328-9] ... | 1326-5! 6567-4 
» 117} 2160-0| 2750-0} 324-4 ee =| 1340-5 | 6574-9 
»» 24} 2170-0 | 2716-9 302-5 eos | 1349-5 | 6558-9 
May 1/ 2180-0} 2689-3] 322-9} ... |1346-5/6538-7 
» _8| 2200-0 | 2643-2] 310-2 woe | 1346+5| 6499-9 
w» 6-15} 2210-0 | 2643-5] 301-0 | 20-3 | 1326-5] 6501-3 
» 22/| 2210-0 | 2626-6| 297-8 | 14-8 | 1362-0) 6511-1 
» 29) 2220-0} 2620-2) 303-3 we | 1377-01 6510-5 
June 5 | 2210-0! 2616-7 | 283-2} 3.5 | 1410-0| 6523-5 
» 12} 2210-0/ 2608-9) 281-7 | 1-0 | 14235-5/ 6525-2 
w» 19} 2210-0 | 2635-1} 274-0 | 11-3 | 1443-5/ 6573-8 


» 30 eee 270-5 eee =| 1468-0 | 6555-7 





TREASURY BILLS 


(4 million) 





170-0 | 288-4 | 170-0 
1948 
Mar. 25 | 170-0 | 300-5 | 170-0} 10 2-87 30 
Apr. 2 170-0 | 295-1 | 1270-0} 10 2-49 42 
» 9 | 170-0 | 291-2 | 170-0 10 2-62 44 
» 16} 170-0 |} 267-8 | 170-0} 10 3-15 55 
» 23 | 170-0 | 295-1 | 170-0 10 2-51 42 
» 30 | 170-0 | 287-9] 170-0] 10 1-4 45 
May 7 | 170-0 | 290-3] 170-0 10 124 43 
» 34 1| 170-0 | 290-7 | 170-0] 10 1-36 45 
» 21 | 170-0 | 294-5 | 170-0 10 1°26 43 
» 28 | 170-0 | 278-6 | 170-0} 10 1-68 50 
June 4 | 170-0 | 295-8 | 170-0} 10 1-20 40 
w» 11] 170-0 | 277-5 | 170-0} 10 1-70 49 
» 18 | 170-0 | 259-6 | 170-0 | 10 1-89 57 
» 25 | 170-0 | 279-7 | 170-0 10 1-65 48 





On June 25th applications for bills to be paid on Monday, 
Tuesday, Wednesday, Thursday and Friday were accepted 
as to about 48 per cent of the arfpunt applied for at 
ns 17s. 5d. and applications at higher prices were accepted 

Appiications for bills to be paid on Saturday were 
accepted at £99 17s, 6d. and above in full. £170 million 
(maximum) of Treasury Bills are being offered for July 
2nd. For the week ended July 3rd the Banks will be 
asked for Treasury deposits to the amount of £20 million 


NATIONAL SAVINGS 



























f thousand) 

Totals 

Week Ended Apr. 1 to 

June 21,)June 19, June 19, 

m8 | 1948 

abs 27,600 

29,650 

Net Savings. ....esse005+ Dr2,050 

a ne 750 9,690 

Repayments ..,...+..-+- 635 | 9,795 

Net Savings.........«.0. 115 | Drl05 
P.O. and Trustee Savings 

Banks -— 

Receipts. ...eccisesacces 11,206 | 140,605 

Repayments .....s0e0e+: 12,416 | 156,269 

Net Savings....+.+.0.<++ |Dr2,007 |Dr1,210 | 4,336 

Total Net Savings......... 'Dr1,779 \Dr1,145 2,181 

Interest on certifveates repaid 540 $13} 5,243 
Interest ecomnel on savings 


vested. ...... 2,265 | 2,321 





26,269 


Statistical Summary 


BANK OF ENGLAND 
RETURNS 
JUNE 30, 1948 


ISSUE DEPARTMENT 


£ £ 
Notes Issued:- Govt. Debt... 11,015,100 
In Circulation 1252,217,940 | Other Govt. 
In Bankg. De- Securities ... 1288,217,191 
partment .. 48,029,893 | Other Secs........ 755,111 
Coin (other 
than gold)... 12,598 
Amt. of Fid.——————— 
MOR iin oe « 1300,000,000 
Gold Coin and 
Bullion __ {at 
112s. 3d. per 
oz. fime)..... 247,833 
| aREenRRREREE oe 
1300,247,833 


1300,247,833 | 


BANKING DEPARTMENT 


£ 
Capital ...... 14,553,000 | Govt. Secs..,, 351,669.201 
DNR ssa wkee . 3,610,391 | Other Secs. & 
Public Deps.*. 14,509,505} Discounts and 
one on y - Z 
Other ee Dove's courulies.... i 
Banhers..... 826,414,308 


Other Accts... 92,180,976 49,845,363 


417,595,284 | Notes........ 48,029,893 
Colpcisc.sees | OOS,BBS 


450,268,180 450,268,180 


* Including Ex ver, Savings Banks, Commissioners 
of National Debt Dividend Accounts. 

















COMPARATIVE ANALYSIS 
(¢ million) 
1947 1948 
July 





June | Juve = fe Re mea July 


Issue Dept. r— 


Notes in circulation..... 1398+ 7/1250 -0/1249-8}1252-2 
Notes in banking depart- 

Po ee oe er ee 50-2}. 50-4) 48-0 
Government debt and 

securities® ..... diese eae ae eye os 
See Securities. ......0 0-8 

Cvsvcdeh cece ve 0- 0-2 
Toked ata oe deo dae 1727/3 a3 172/3) 173/3 
Banking Dept. :— 
ts — 

J pee err rree cox 14-7) 13-6) 14-5 
BORN oc octanee peneon ab-2 vo 312-8} 325-4 
Others. 02 cvcuataees cise 93- 89- : 92-2 
Total... sas ane ‘ 4a. 7 412-8) 416-2) 432-1 

Securities :-— 
Government ........-05+ 335- - 9} 351-7 
Discounts, ¢te......0.5s ‘i 7 23- 23- 17-8 
SUNN Seclexeaseccaceat oe 20-9} 32-0 
Total...8. PEGI FES CE 383-1) 401°5 
Banking dept. res......... 50: 51+) 48-7 


3 $3 %.3 ii-2 


i capital £14,553,000. 
reduced from 130 taillion to {1,300 





GOLD AND SILVER 
The Bank of 's Official buying price 


for 
remained at 172s. per fine ounce throughout the week. 
Spot cash prices were as follows :— 
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- THE HONGKONG AND SHANG 
BANKING CORPORATION 


(1 necor ed in the Colony of Honeteng. 


WE INVITE YOU } 


to make use of the services of this Bank’s Travel, 









AL ISSUED AND FULLY PAID Pe - , és 
Commiercial Infelligence and other departments REsenve FUNDS STERLIN ile gg Re oe 
if you intend visiting Australia or New Zealand. RESERVE LIABILITY . 


Office: H ONGKONG 


Chief Manager Tux Hovovaasce A. Morse, CBB 
Advices from a network of branches enable us 
















BRANCHES: 
BURMA CHINA Wea: INDO-CHINA MALAYA Wen. 
Es:ablished to give practical and up-to-date nformation on Feiping ap caae sos 6 Ba 
CEYLON Shangha. ual 
1837 ali aspeéts of industrial, commercial - — ° avon Bhangh savas ‘i 
an CHINA Tientain 0 
conditions throughout Australia and New Zea min Tiestéie, Kobe Mala 
Canton EUROPE Tokyo Venang 
The *Chefoa *Hamlurg *Yokohama Singapore 
Chunkiag Lyons JAVA Sunge Patam 
N BAN K * Deiren HONGKONG Batavia Teluk Anson 
Foochow Hongkong Sourabaya NORTH 
Haakow Kowloon MALAYA BORNEO 
ST R A L ] A *Harbin INDIA Cameron Brunei Tows 
i Moakden Kombey — cet is 
Nanking Caloutt poh 
et. sie oO GRACECHURCH STREET, E.C. 
RA 
Branches throughout ndon Office: 9, GRAC 





Australia Head OTice : 
and New Zealand 7i, CORNHILL, LONDON, E.C.3. 


Let 
Lloyds Bank 


BANKING BUSINESS OF EVERY KIND TRANSACTED : 
A comprehensive service as Trostees sad Executor & also undertaken by the Bank's ‘Truster | 


Companies in 
LONDON 
















HONGKONG 





To keep informed on CANAD 


Apply for our 


Monthly Canadian Commercial Letter 


—the oldest and most up-to-date 
publication of its kind 


THE CANADIAN BANK 
OF COMMERCE — 


(Incorporated in Canada in 1867 with Limited Liability) 3 





look after 
your mlerests 


SER THE MANAGER OF YOUR LOCAL BRANCH 





2, LOMBARD STREET, LONDON, E.C.3 1} 
Head Office: TORONTO, CANADA | 


THE ENGLISH, SCOTTISH & 
AUSTRALIAN BANK, LTD. 


Head Office: 5 Gracechurch Street, London, E.C.3 


ee 











Subseribed Capital .. «x. es ee 5,000,000 REFUGE ASSURANCE COMPANY, LTD. 
Paid-up Capital eee eee Chief Office : OXFORD STREET, MANCHESTER, | 
Further Liability of Proprietors ee ax AF 2,000,000 

Reserve Fund de 1,815,000 ¢€ 






ANNUAL INCOME EXCEEDS  £17,500,000 
EED ét 


ASSETS EXC 000,000 
CLAIMS PAID EXCEED £189,000,000 
(1947 Accounts) 


Chief Office in  dliigiite 


Collins Street, Melbourne, 
and many Branches and Agencies throughout Australia, 































URAL INDUSTRIES BUREAU, 35, Camp Road, Wi 
Common, §$.W.19. A plications are invited for the Y 
ECONOMIST AND MARKET INTELLIGENCE OFFICER from tral 
Economists. between the ages of 25 and 40. Experience of Mar 
Research work is essential. Salary scale for the post is £650 p.a. x 
x £750 p.a. plus bonus at Treasury rates £90 Pe Pensions &ché 
Further particulars and application forms wij] be forwarded on 
of a stamped foolacap envelope by the Secretary. 


QECRETARY required for London association of of] companies oper 
ing in British colony. Salary £800 per annum. Write, oe by 
ticulars of experience, qualifications, age, ete., to Box A. C) 
Bishopsgate, London, EC. 









With its widespread connections, this Bank offers every facility for the 
conduct of all classes of and Exchange business with Australia. 
. A. CLEZY, ‘London Manager and Secretary. 


Se 


DOMINION OF CANADA 


FOUR PER CENT REGISTERED STOCK, 1953-58. 


For the purposes of preparing the Interest Warrants due September 1, 
1948, the BALANCES will be STRUCK on the evening of August 3, 1948, 
after which date the Stock will be anaterred ex-dividend. For the 


Bank of Montreal, ns al Agents of the Government of the Dominion 
of Canada in Lon —. D. HARPER, Manager, 47, Threadneedle 
Street, E. c. 2. July 1 mods, 





thence ntl athlete sentntentennaeniniein aati 


ESEARCH SERVICES, LTD.,. has. vacancy for Senior Re 

Officer. Must have wide experience of planging and direction 
consumer surveys and of report writing. e in econo 
sociology or statistics. Salary aces ° Beso penser te and exper 
—Pleasé apply in writing, stating 


nee and 
expected to J. Wright, Research "ass ae Ltd., “40s St Martin's Al 
London, W.C.2. 











CENTRAL BANK OF IRELAND 


A vacancy exists for compe nomist preferably under 25. Good 
qualifications essential with knowledge of statistics. Terms and condi- 
tions of service to be settled in relation Bs qualifications. 

Form of salesmen may be obtained 


wasene Place, Deblia. R, q. McGUINNESs, Secretary. 


oi e 
ws 8Fet!\ 1 Se + 


neat anit intense 


[NTELLIGENT young woman with wide experience of statis é 
aes willing to undertake statistical consignments in spare tit a 
—Box 7 3 pa 








ENIOR Executive with: ehamative-« ex enc th |. Uae eae ee AEE, 
Ss markets all aspects Commerce perier e ternational commodity 


/Business r i time 
employment.—Write Box 743. ae) OSE et oF 


“Printed in Great Britain 6 Priss, 
TD Bother ie St tan eee: Srey Pomel St Kingsway, 


[ARRIED women, with wide experience | Seere Secretarial and Lit 
wor uplicating. eporting and Minuting Meeti ete., 
able for part- ime work outside or in own houne haliiban Sos mT. 

1, W.C.2. Publishe el eee be 

. Farley, 111, Broadway, New "york, 











THe Economist Newspaper, LTD. 
6.—Saturday, July 3, 1948. 












